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Mr. Justice J. L. Kapur 


CHAIRMAN 

COMMISSION OF INQUIRY 
(Affairs of Bharat Sevak Samaj) 

New Delhi. 

July 16, 1973. 


Dear Mr. Minister, 

I have great pleasure in submitting to you the Report of the Commission 
of Inquiry into the Affairs of Bharat Sevak Samaj which was appointed in 
February 1969. The terms of reference of this Commission were as follows: — 

(i) The extent to which Central Government assistance in grants, loans 
and other advances to the Bharat Sevak Samaj, has been utilised by 
it for the purposes intended. 

(ii) The extent to which Central Government loans and advances given 
to the Bharat Sevak Samaj are duly secured, and measures required 
for timely recovery. 

(iii) The statement of accounts of the Bharat Sevak Samaj in respect of 
the Central grants, loans and advances made to it, the extent to which 
these have been or can be prepared and furnished and the measure in 
which they conform to the procedures prescribed for assistance to 
voluntary organisations. 

The Commission has received both oral and documentary evidence. It 
examined 97 witnesses from the various Ministries and Departments of the 
Government of India at New Delhi and 19 witnesses of the Bharat Sevak Samaj. 
Seventy witnesses were examined outside Delhi. Three hundred and fortytwo 
(342) documents were exhibited during the sittings at Delhi and 376 outside Delhi. 
Besides this, 11,000 other documents consisting of files, accounts, books of 
accounts, registers etc. were also produced before the Commission which the 
Commission had to very carefully go through. 

The Report is divided into 53 chapters each one of which deals with one 
of the different activities of the Bharat Sevak Samaj and the working of the 
various Units which the Bharat Sevak Samaj had established in different parts of 
the country. A brief description of the contents of each chapter has been 
given in the body of the Report in Introduction, Part-B, and it is unnecessary 
to repeat it here because that will make this letter unnecessarily lengthy. The 
cause of such a long time being taken in conducting and finishing the Inquiry 
and the Report are given in the body of the Report. 


The Commission is glad to say that it received very willing co-operation 
from its officers and staff and the work was carried on very smoothly. 

In the end, the Commission wishes to thank you for all the co-operation 
it received from you. 

Yours sincerely, 


(Sd.) J. L. KAPUR 

THE HON’BLE MR. FAKHRUDDIN ALI AHMED, 

Minister for Agriculture, India, 

New Delhi. 



INTRODUCTION 


A. The Bharat Sevak Samaj which was regis¬ 
tered as a Society under the Societies Registra¬ 
tion Act in 1952 was promoted by the Planning 
Commission with the object of mobilising public 
co-operation for the successful implementation of 
the Five Year Plans. The Society was the reci¬ 
pient of grants-in-aid and assistance in various 
forms from the Government of India and from 
the State Governments. The Public Accounts 
Committee of the Third Lok Sabha in its 34th 
Report for the year 1964-65 was critical of the 
manner of utilisation of the grants and assistance 
by the Bharat Sevak Samaj, about the absence 
of control by the Ministries over the Bharat 
Sevak Samaj and about the non-submission of 
consolidated accounts of the Bharat Sevak Samaj 
to the Government of India as required under the 
Rules. The Bharat Sevak Samaj was given time 
by the Government of India to submit a com¬ 
pleted consolidated accounts but they could not 
do so even up to the year 1968-69 and there 
was considerable criticism both in the Parlia¬ 
ment and the Press. Consequently the Govern¬ 
ment of India appointed this Commission to en¬ 
quire into the utilisation of Central assistance in 
the form of grants, loans and advances by the 
Bharat Sevak Samaj and also into the accounts 
maintained and submitted by the Bharat Sevak 
Samaj. 

The Commission was appointed in the month 
of February 1969 and was initially given a period 
of six months to submit its report. Some time 
was expended in the appointment of the Secre¬ 
tariat and staff. The activities of the Bharat 
Sevak Samaj financed out of the Central assis¬ 
tance were spread over the whole country. The 
Bharat Sevak Samaj had its Pradesh Units in 
every State and District Units in many districts 
of the country and the various schemes were 
implemented by these units as well as by the 
Central Samaj direct and its State Samaj termed 
Pradesh Units. The Commission had to obtain 
records connected with the Central assistance not 
only from the various Ministries and Departments 
of the Government of India but also from the 
various formations of the Bharat Sevak Samaj 
at the Central, Pradesh. District and even lower 
levels. Further, the Central assistance for the 
construction activities of the Bharat Sevak Samaj 
were given not only to the Central Unit of the 
Bharat Sevak Samaj but also to the various 


Pradesh Units through the State Governments 
and the collection and scrutiny of the records 
pertaining to these was a time consuming task. 

The assistance from the Government of India 
for the various activities of the Bharat Sevak 
Samaj started from the year 1953 and went up 
to the year 1966-67. The collection of records 
acceptance of the utilisation of this assistance 
pertaining to the sanctioning, utilisation and 
from various Ministries of the Government of 
India posed a difficult problem as either due to 
efflux of fime or due to change of officials the 
Ministries found it difficult to trace the relevant 
records. The collection of records from the 
Bharat Sevak Samaj pertaining to the utilisa¬ 
tion posed a still more difficult task because 
many of the Units of the Bharat Sevak Samaj 
had become defunct or had stopped functioning 
and the whereabouts of the records were not 
known in many cases. Even in the Central 
Bharat Sevak Samaj the matters were not very 
easy. The Bharat Sevak Samaj has attributed 
the delay in many cases to want of staff or to 
the efflux of time but the Commission has to 
record that the co-operation of the Bharat Sevak 
Samaj in the matter of production of records was 
sometimes halting and in many cases evasive with 
the result that the conducting of the inquiry was 
not uniformly smooth or satisfactory. Impor¬ 
tant records like agreements with sub-contractors 
and the minutes of the meetings of the adminis¬ 
trative and group committees were not produ¬ 
ced before the Commission in spite of the Samaj 
being directed to produce them and this was 
definitely not due to the insufficiency of staff 
or efflux of time. 

All these factors contributed to delay in com¬ 
pleting the enquiry but the activities of the 
Bharat Sevak Samaj both commercial and non¬ 
commercial were so large in number and the 
number of units which conducted these activities 
were so many that the scrutiny of the relevant 
records produced itself posed a tremendous pro¬ 
blem which necessarily took time and the term 
of the Commission was extended several times. 

The Commission held 295 sittings at New 
Delhi and 90 sittings outside Delhi. These sit¬ 
tings outside Delhi were in the following 23 
stations: 


SI. 

No. 

Name of Place 
visited. 

From and to 

Duration of 
visit. 

(No. of days) 

No. of 
witnesses 
examined. 

1 

2 

3 

4 

5 

1 . 

Bareilly 

6th & 7th July, 1970. 


5 

2. 

Gorakhpur 

5th to 11th August, 1970. 

■H 

7 


2- 1 DCD/ND/73 


(vii) 







(viii) 



3. 

Ajmer 

7th to 9th January 1971. 

2 days 

1 

4. 

Goa 

10th to 15th May, 1971. 

6 „ 

6 

5. 

Bombay 

16th to 21st May. 1971. 

6 „ 

6 

6. 

Jaipur 

14th to 19th June, 1971. 

6 „ 

13 

7. 

Bombay 

9th to 14th August 1971. 

6 „ 

11 

8. 

Bangalore 

12th to 16th Sep, 1971. 

5 „ 

10 

9. 

Trivandrum 

17th to 20th Sep. 1971. 

4 „ 

9 

10. 

Cochin 

21st September, 1971. 

1 day 

1 

11, 

Trichur 

22nd & 23 rd September. 1971. 

2 days 

3 

12. 

Bombay 

24th to 26th Sep. 1971. 

3 „ 

1 

13. 

Calcutta 

4th April 1972. 

1 day 

1 

14. 

Manipur 

5th to 9th April, 1972. 

5 days 

9 

15. 

Varanasi 

2nd to 7th August, 1972. 

6 „ 

14 

16. 

Patna 

4th to 11th September, 1972. 

8 „ 

11 

17. 

Ahmedabad 

5th to 9th July, 1972. 

5 „ 

12 

18. 

Simla 

7th to 13 Oct. 1972. 

7 „ 

11 

19. 

Hyderabad 

14th to 19 th Nov. 1972. 

6 „ 

23 

20. 

Chandigarh 

21st & 22 Dec. 1972. 

2 „ 

4 

21. 

Madras 

29th Dec. 1972 to 2nd January, 1973. 

5 „ 

5 

22. 

Tirupati 

3rd to 5th January, 1973. 

3 „ 

4 

23. 

Chandigarh 

30 March to 1st April, 1973. 

3 „ 

4 


The Commission examined 97 witnesses from 
the various Ministries and Departments of the 
Government of India at New Delhi. The Com¬ 
mission also examined 19 witnesses of the Bharat 
Sevak Samaj at Delhi and 70 witnesses outside. 
Besides these, in the outstations the Commission 
also examined the officers of the State Govern¬ 
ments, as witnesses. 

342 documents were exhibited in the course 
of the sittings at Delhi and 376 outside Delhi. 


and to the Bharat Sevak Samaj giving them an 
opportunity to state their cases. The number 
of questionnaires issued to Ministries, Samaj and 
to other parties were as follows: 

1. Officials i.e., Ministries/Departments etc. 59 

2. Samaj.51 

3. Others, individuals or parties . 8 

118 


More than 11,000 documents like files, books The Ministries and the Bharat Sevak Samaj 

° f /^ UntS :u aCC ,S Un S ’ re81SterS J et e wc . re P rod . u - were given further opportunities to present their 

ced before this Commission and these had to be cases in the course of the recording of oral evi- 

carefully studied and accounts extracted. dence and even afterwards by filing statements 


In order to determine the various issues which or a ffidavits. The entire process entailed the 

the facts disclosed gave rise to and which were expenditure of considerable time. 


relevant to the terms of reference, the officers of 
the Commission had to go through and carefully 
scrutinise the files, documents and accounts pro¬ 
duced and also through those which the Officers 
of the Commission could get from the various 
offices of the Government and of the Samaj. This 
naturally put a very heavy burden on the secre¬ 
tarial staff particularly those on whom was cast 
the burden of looking into accounts and figures 
then to compile Tables. 

In order to give an opportunity to all con¬ 
cerned to assist the Commission in its work the 
Commission issued an advertisement in news¬ 
papers inviting affidavits from the public and 
particularly from those who had knowledge of 
the matters referred to this Commission. ~ The 
Commission also issued questionnaires to the 
different Ministries of the Government of India 


In order to give an opportunity to all con- 
mission has been very consistently helped by its 
Secretary, Mr. C. V. Srinivasan, who is a Mem¬ 
ber of the Indian Audit and Accounts Service 
and a Senior Deputy Accountant General. And 
in the matter of hammering out the material in 
connection with each activity of the Samaj, the 
officers and staff who were lent by the Comptrol¬ 
ler and Auditor General have been of great assis¬ 
tance. There were innumerable number of files 
and each of these files had a large number of 
pages containing notes, correspondence and ac¬ 
counts. In the tabulating and cataloguing of 
these accounts and marshalling of the facts which 
relate thereto this staff has been working very 
vigilantly and arduously. They have on behalf 
of the Commission prepared a number of Tables 
giving facts and figures with the various activities 







and parts of the activities of the Bharat Sevak 
Samaj. They prepared very useful notes and 
collection of facts which has helped in the draft¬ 
ing of this Report. The Commission wishes to 
thank these various officials of the Commission 
for the help it has received from them. 

The officials of the various Ministries who 
appeared before the Commission as witnesses 
have given a great deal of help in unravelling the 


intricacies of grants, utilisations and ohter allied 
matters. 

On behalf of the Bharat Sevak Samaj, Mr. 
C. L. Kohli has been appearing throughout who 
had a great mastery of facts and placed the point 
of view of the Samaj. Others who appeared for 
the Samaj were Mr. J. K. Khanna, Advocate, 
and Mr. M. M. Wakhre. There were many 
others who off and on represented the Samaj 
to whom the thanks of the Commission are due. 


B. The Commission has divided its Report 
into 53 chapters, the fifty third chapter contains 
lists of witnesses, exhibits etc. The first chap¬ 
ter ‘Introduction’ sets out the history of the 
Bharat Sevak Samaj and gives the volume of 
assistance given by Government to the Bharat 
Sevak Samaj for its multifarious activities. 

Chapter 2 deals with terms of reference' to the 
Commission and the scope of Inquiry including 
what matters fall within its scope and what are 
de hors it. It also deals with the question of 
how far the grants-in-aid given by the Central 
Government through the State Governments fall 
within the jurisdiction of this Commission of 
Inquiry and whether the aid given direct by the 
Central Government to the State Units and Dis¬ 
trict Units of the Bharat Sevak Samaj are or not 
within the jurisdiction of the Commission. These 
were matters of certain importance because 
objection was taken specifically to the jurisdic¬ 
tion regarding State Units and Central grants 
given direct to them. 

Chapter 3 more or less deals with interpreta¬ 
tion of General Financial Rules, particularly 
Rule 149(3) and covers the question of Consoli¬ 
dated Accounts. 

Chapter 4 covers Jan Jagran scheme which 
was a scheme for mobilising citizens’ enthusiasm 
for the different Five Year Plans and publicising 
the same. Chapter 5 relates to Labour and 
Social Service Camps for which 'a very large 
amount of grant was given by the Government 
and the object of which was to break the resis¬ 
tance of the urban youth to manual labour and 
to give the young people a chance of mixing with 
rural youth not excluding village yokels, which 
was also to give them a chance of seeing the 
conditions under which our rural population was 
living, and how they conduct themselves. 

Chapter 6 covers Lok Karya Kshetras (Rural) 
and Chapter 7 Lok Karya Kshetras (Urban). 
These two chapters are allied. Under these two 
schemes, the Samaj was required to appoint 
suitable persons who could go to rural areas or 
work in slum areas of the towns and mobilise 
people to take advantage of the facilities which 
the different agencies in the country were pro¬ 
viding for education, sanitation, medical help and 
for other socio-economic needs. In this chapter, 


it has been attempted to assess the utility of the 
schemes and to assess their success or other¬ 
wise. 

Chapter 8 deals with Training Centres. Al¬ 
though the Samaj had undertaken to act as an 
agency for providing suitable personnel to mobi¬ 
lise the people for public cooperation for taking 
advantage of the help given by the Government 
and to promote in the youth healthy leadership, 
the Samaj had first to train its own men who 
were to do the mobilisation or as they have 
repeatedly said before the Commission, to act as 
‘catalytic agents’ without anybody explaining to 
the Commission as to what catalysis means. 
Similarly the Samaj had also started Training 
Centres for the training of staff which will under¬ 
take supervision, cash, accounts and organisers 
work. Under this scheme. Government had to 
provide wherewithal to the Samaj for equipping 
its employees to carry out the objectives with 
which the different schemes were started. The 
assessment of the success or otherwise has been 
given of these two training schemes in these two 
chapters. 

The Samaj also started popularising Family 
Planning and with that object it started Family 
Planning Clinics. Those have been dealt with 
in Chapter 9. The Samaj, in order to train its 
own people or the employees as the case may 
be, to be able to popularise the Family Planning 
Clinics started Orientation Training Camps for 
the purposes of family planning for which also 
grants were given by the Central Government 
and have been dealt with in Chapter 10. 

Chapter 10 is really allied to chapters 6 and 
7. It deals with Welfare Extension Projects 
(Urban) which had the same objective as the 
Lok Karya Kshetras but they were also to mobi¬ 
lise the citizens for establishing welfare pro¬ 
jects like Nursery Schools, Adult Education 
Classes, Women’s Tailoring and Sewing and 
Craft schemes. 

t- 

Chapter 12 relates to Night Shelters, a scheme 
which had been started to provide night accom- • 
modation for those noor oeople, labourers and 
rickshaw pullers, shoe shine boys and others 
similarly placed to have shelter at night instead 
of having to sleep in the open on the pavements. 



(X) 


The success or otherwise of this scheme has 
also been inquired into and the propriety of ex¬ 
penditure on this scheme determined. 

Chapter 13 covers Occupational Therapy Insti¬ 
tute which has been established in Delhi. In 
this chapter, its history, its growth and its pre¬ 
sent activities have been dealt with. It started 
as a part of the Bharat Sevak Samaj and has now 
blossommed into a full-fledged separate society 
with separate members and there is a certain 
amount of unhappiness between the parties. The 
work that the Institute is doing and how it is 
working has also been discussed in this chapter. 

Chapter 14 covers the subject of tools and 
equipments for which a separate grant of 4:80 
lacs of rupees was given by the Planning Com¬ 
mission. The circumstances under which this 
grant was asked for and how much of it was 
utilised have also been discussed in this chapter. 
In chapter 15 the discussion is in regard to 
National Consumer Service. It was started after 
the Chinese aggression and its objective was to 
find out the index of cost of living in order to 
devise means to arrest the rise in prices. How 
far it succeeded has also been discussed. 

Chapter 16 relates to allotment of Govern¬ 
ment land, buildings etc. to the Bharat Sevak 
Samaj and the rents paid or not paid by the 
Bharat Sevak Samaj or how and why the accom¬ 
modation given to the Samaj became rent-free. 

Chapter 17 shows how the Bharat Sevak Samaj 
which was an organisation registered under the 
Societies' Registration Act for the purposes of 
subserving educational and charitable objectives 
became contractors for construction work relat¬ 
ing to Government and other institutions. 

Chapter 18 sets out loans given by the Govern¬ 
ment to help the Samaj to carry out its construc¬ 
tion contracts and how far those loans were utili¬ 
sed for the purpose for which they were given 
and whether they have been repaid to Govern¬ 
ment or not. 

Chapter 19 covers the Central Construction 
Service relating to Delhi Works. Chapter 20 
deals with Construction Service at Gorakhpur; 
Chapter 21 with Central Construction Service at 


Bidar. Similarly, Chapters 22, 23, 24 and 25 
relate to the activities of the Central Construc¬ 
tion Service and how they were conducted' at 
Varanasi, Purnea and in the case of Yamuna 
Barrage in Delhi and Agra. 

The Bharat Sevak Samaj started brick kilns 
at Satbari and Hastsal villages. These have been 
discussed in Chapter 26. 

Chapter 27 covers the working of the Central 
Construction Service Units and is a kind of over¬ 
all description of their work. Chapters 28 to 
45 comprise construction and other activities of 
the Samaj in the States of Andhra Pradesh, Bihar 
(including Kosi River Project), Delhi, Goa, 
Gujarat, Himachal Pradesh, Kerala, Madhya 
Pradesh, Maharashtra, Manipur, Mysore, Orissa, 
Punjab, Rajasthan, Tamil Nadu, Uttar Pradesh 
and the District Units of Gorakhpur and Vara¬ 
nasi. 

The construction activities of the Bharat Sevak 
Samaj on the railways are dealt with in a sepa¬ 
rate chapter, Chapter 46. The Samaj had taken 
quite a few contracts on different railways and 
all those are dealt with in this chapter. 

In Chapter 47 the working of the Pradesh 
Bharat Sevak Samaj Units has been discussed. 

Chapter 48 covers a discussion of the advan¬ 
tages claimed by the Bharat Sevak Samaj conse¬ 
quent upon its participation in construction con¬ 
tracts and chapter 49 covers the assistance or 
concessions which were given to the Bharat 
Sevak Samaj in relation to the construction con¬ 
tracts that they took up. 

There were certain activities by the Samaj 
which were not financed by the Government and 
the accounts of those have been discussed in 
Chapter 50. 

Chapter 51 is a discussion of the accounts of 
the Samaj, their availability and the state they 
jtrg- in. 

In Chapter 52 the inain findings and recommen¬ 
dations of the Commission are set out. 

Chapter 53 relates to list of witnesses, exhibits 
and annexures etc. 


C. Difficulties in Inquiries under the Commis¬ 
sions of Inquiry Act. 

The Commission would like to point out cer¬ 
tain deficiencies, shortcomings and imperfections 
which it has noticed during the course of its 
experience of conducting the Commissions. It 
• would like to support and augment those opinions 
with the opinions and experiences of other emi¬ 
nent judges who had occasions to conduct Com¬ 
missions of Inquiry both from this country as 
well as from England. 


It has been held by the Supreme Court in 
connection with the Dalmia Jain Airways In¬ 
quiry Commission, presided over by Mr. Justice 
Bose, that the Commissions of Inquiry under the 
Commissions of Inquiry Act are only investiga¬ 
tional in character and do not determine matters 
in controversy. Inquiry under the corresponding 
English Act, the Tribunals of Inquiries Act, 1921, 
also envisages that the inquiries are set up to 



investigate facts and there are no adversaries. In 
other words, the procedure under the Act is not 
accusatory or to put in differently it is not ad¬ 
versary system but is inquisitorial and the Com¬ 
missions are set up to investigate facts with the 
consequence that there are no adversaries as 
before a Court of Law. 

The difference between the adversary system or 
the accusatory system and the inquisitorial sys¬ 
tem is that under the former system each party 
collects their facts and through their Counsel 
they are presented before the judge and under 
the latter system the facts are ascertained by the 
Commission and both the parties just help in 
the collection of facts. 

In England as was pointed out by the Bose 
Inquiry Commission, the whole material is collec¬ 
ted by Government solicitors and is presented 
to the Commission generally, if not invariably, 
by Counsel by the examination and cross-exami¬ 
nation of the witnesses followed by arguments 
and the system is what is termed as the adver¬ 
sary system. 

The draw-back and the adverse effects in the 
inquisitorial system to the party against whom 
the inquiry is held was pointed out in a B.B.C. 
broadcast which was reported in the Listener, 
dated December 12, 1968. where Lord Devlin 
said as follows: — 

"Under our system it’s the responsibility of 
the advocate on each side—I use that term to 
cover both barrister and solicitor—to see that 
all the relevant facts arc brought before the 
judge. This is what is known as the adver¬ 
sary system as opposed to the inquisitorial. 
When, for example, a government inquiry is 
set up to investigate, let’s say, the causes of 
a national disaster, there is no opposition of 
adversaries, and the commission of inquiry has 
to be armed with powers to ascertain the facts 
for itself. • Under the adversary system it’s 
presumed that if each side produces the evi¬ 
dence in its own favour, the judge will at the 
end of the day have the whole picture in front 
of him. Indeed, I think myself that he will 
get a better picture that way than if he does 
the job himself.” 

With these observations the Commission most 
respectfully agrees and would only add that the 
defects of the system were more clearly brought 
out in the British House of Commons during 
what is known as the debate on Waters Inquiry. 
There several members voiced the defects of 
these inquiries. 

These shortcomings inherent in the system it¬ 
self have also been found under our Act relat¬ 
ing to Inquiries under which the advocates of 
the parties, of the Government and the party 
inquired against, do not collect all the relevant 
facts and place them before a judge as it were 


and the Commission has itself to find for itself 
and find and collect facts which in its opinion 
are relevant to the Inquiry. For this purpose, 
the Commissions of Inquiry under the Indian Act 
have been armed with certain powers for sum¬ 
moning and forcing attendance of witnesses re¬ 
quiring discovery and production of documents, 
requisitioning any public records and other mat¬ 
ters ancillary to the proper conduct of the In¬ 
quiry which are powers vested in a civil court. 
But still the fact remains that the procedure re¬ 
mains inquisitorial so much so that even the pro¬ 
visions of Indian Evidence Act are not applica¬ 
ble although trained judges seldom accept evi¬ 
dence which woukf be excluded by the Evidence 
Act of India particularly when any finding has 
to be given against the conduct of an individual; 
the audi alteram partem rule applies. But still 
the fact remains that the Commission of Inquiry 
under the Act has not got to determine facts 
but has merely to collect facts and in most cases' 
when facts are being ascertained through oral evi¬ 
dence, the Commission itself examines-in-chief 
certain witnesses, cross-examines them and then 
re-examines them which is not a very satisfactory 
state of affairs. 

Unlike England the Government once it 
appoints a Commission of Inquiry, take no fur¬ 
ther interest in the matter of collection of material 
and evidence and presenting them before the 
Commission. In England, as was pointed out 
by the Bose Inquiry Commission into matters 
relating to Dalmia Jain set of companies, the 
Crown Solicitor in the first instance collects the 
materials which are placed before the Commis¬ 
sion. In India, no such material is collected and 
then presented. As a matter of fact, the Rules, 
made under the Commissions of Inquiry Act 
envisage that the Government shall present its 
case first and then the party in opposition is to 
present its case and lead its evidence. But in 
actual practice the procedure remains one for 
ascertainment of facts and the Commission has 
to collect facts from wherever it finds possible 
to get them and the Rule is more or less ignored. 

Unfortunately, the Government when it appoints 
Commissions of Inquiry, does not also appoint 
advocates, which would include both those who 
plead as well as those who act, to collect the 
relevant facts and place the necessary material 
before the Commission of Inquiry who could 
supplement the material not produced by order¬ 
ing the production of oral and documentary evi¬ 
dence which he thinks necessary for the proper 
conducting of the Inquiry. 

In the present Inquiry, the Government order¬ 
ing it did not appoint any solicitor or brief any 
advocate to present the material before this Com¬ 
mission and the opposite party was even worse 
because it had no planned defence in regard to 
the matters which were brought out against it 
in the course of evidence, documentary and oral. 
No doubt, on a few occasions it briefed Counsel, 



Mr. G. L. Sanghi, who put the ease of his clients 
as ably as it could be done but then that was a 
disconnected kind of argument on one or two 
points. There was no full discussion of all mat¬ 
ters in controversy and the interpretation of facts 
had to be done by the Commission of Inquiry 
as best as it could. If there had been proper 
preparation from both sides, much of the time 
taken by the Commission would have been saved 
and' much of the irrelevant evidence and matter 
brought before it could have been excluded. 

This procedure places the officers of the Com¬ 
mission, its Secretary and his aides, in rather an 
awkward position because they have to place 
before the Commission facts as disclosed by or 
contained in the large number of files and ac¬ 
counts as a result of their careful scrutiny of the 
various books of accounts. Profit and Loss Ac¬ 


counts, Receipt and Payment Accounts and 
Balance-Sheets and other accounts. This not 
unoften gives them a partisan look although they 
only present facts which are disclosed by the re¬ 
cord. They do not have to take sides. An 
opposite view of the accounts and evidence 
wherever it could be done, was done by the re¬ 
presentative of the Samaj but then that is not 
the same thing as matters being collected and 
presented by trained Counsel assisted by solici¬ 
tors where it is possible and then tested by cross- 
examination by Counsel. 

The Commission would also like to add that 
this procedure was even embarrassing for the 
Commission itself when it had to elicit facts from 
the witnesses and then test them by cross-exami¬ 
nation. 
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CHAPTER 1 


' A: ORIGIN OF THE BHARAT SEVAK SAMAJ 


Even at the time of constituting the Planning 
Commission the aim of associating the people 
and enlisting their cooperation at all levels for 
the successful implementation of the Five Year 
Plan was considered necessary. The Resolu¬ 
tion setting up the Planning Commission had 
emphasised the fact that the success of the 
Commission "will depend on the extent to which 
it enlists the association and cooperation of the 
people at all levels”. 

1-A.2 In a note prepared in May, 1950 the 
then D eputy. Chairman of the Planning Com- 
mission (Mr. Gulzari Lal Nanda) had pointed 
out that public cooperation was needed both 
because it was necessary that the real and felt 
needs of the people should receive the fullest 
consideration in the formulation of the Plan and 
because the people should play an important 
part in the implementation of the Plan. It was 
necessary to ascertain public opinion through a 
proper machinery devised for the purpose and 
also to educate and re-train “the minds of the 
people so that they have a better understanding 
of facts and their own needs and problems and 
may be ready to join in a large scale construc¬ 
tive effort.” The Deputy Chairman also consi¬ 
dered it necessary to evolve a method and an 
agency for making the best use of the hitherto un¬ 
tapped energy and resources of the people. The 
idea of evolving a new national, non-political 
agency for this purpose was suggested' for meet¬ 
ing these requirements. 

1-A.3 The Panel on Social Welfare consti¬ 
tuted by the Planning Commission on the 25th 
January, 1951 at a meeting in the room of the 
Deputy Chairman, Planning Commission consi¬ 
dered the proposal to set up the B.S.S. (referred 
to in the minutes as Bharat Seva Sangh). A 
draft constitution of the Bharat Seva Sangh was 
circulated by the Deputy Chairman and the 
aims and objects of the Bharat Seva Sangh were 
briefly discussed. 

1-A.4 In June, 1951 the Panel on Social 
Welfare of the Planning Commission approved 
the proposal to set up the Bharat Sevak Samaj 
“a non-political and non-official voluntary or¬ 
ganisation” to meet the requirements as enun¬ 
ciated by the Deputy Chairman of the Plan¬ 
ning Commission in May, 1950. The Plan 
ning Commission in its Draft Outline of the 
First Five Year Plan endorsed the proposal and 
at the first meeting of the National Advisory 
Committee on Public Cooperation held on the 
12th August, 1952 the Constitution of the 
Bharat Sevak Samaj was considered and appro¬ 
ved. This meeting was presided over by the 


Chairman of the Planning Commission, Mr. 
Jawaharlal Nehru, who was the Prime Minis¬ 
ter and there were present at the meeting 23 
prominent personalities of the country drawn 
from various walks of life. 

1-A.5 Thus it would appear that the idea of 
setting up of the Bharat Sevak Samaj was con¬ 
ceived by Mr. Gulzari Lal Nanda who had a 
draft Constitution prepared and circulated 
amongst the members of the Planning Commis¬ 
sion’s Panel on Social Welfare on January, 1951. 
Earlier in May. 1950 he ha d stressed the need 
to evolve a new national non-official agency for 
making the best use of the hitherto untapped 
energy and resources of the people. 

1-A.6 As mentioned earlier a Constitution of 
the Bharat Sewak Samaj was considered and 
approved by the National Advisory Committee 
on Public Cooperation held on 12th August, 
1952. The Samaj was registered as a Society 
under the Societies Registration Act of I860 on 
December 19, 1952. 


1-A.7 The Constitution of the Bharat Sevak 
Samaj which is annexed to this part of the report 
as annexure / describes the objects of the Bharat 
Sevak Samaj as follows: — 

‘(i) To find and develop avenues of voluntary 
service for the citizens of India (a) to pro¬ 
mote national sufficiency and build up the 
economic strength of the country, (b) to 
promote the social well-being of the com¬ 
munity and to mitigate the privations and 
hardships of its less favoured sections. 

(ii) To draw out the available unused time, 
energy and other resources of the people 
and direct them into various fields of so¬ 
cial and economic activity. 

(iii) To take all steps which are necessary for 
the fulfilment of the aforesaid objects.' 

Organisational Set-up 

1-A.8 The Constitution of the Bharat Sevak 
Samaj provided for the following set-up at the 
Centre: — 

1. Bharat Sevak Sangh. 

2. Bharat Sevak Sabha (General Council). 

3. Bharat Sevak Samiti (Central Board). 

4. Bharat Sevak Salahkar Samiti (Advisory 
Committee). 

5. Kendriya Pradhan Mandal (Administrative 
Committee). 


Objects of the Bharat Sevak Samaj 
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1-A.9 There was also to be a Trust in whom 
the immovable properties of the Samaj and the 
proceeds therefrom were to vest and these pro¬ 
perties were to be held by the trustees under the 
declaration of Trust. The Chairman and the 
Vice-Chairman of the Bharat Sevak* Samaj were 
to be ex-officio trustees of the Trust and the other 
members were to be nominated by the Central 
Board of the Bharat Sevak Samaj. 

Property of the Samaj 

1-A.10 All property of the Samaj was to 
belong to the Samaj. All the movable and im¬ 
movable property including the stocks, funds, 
shares and other securities were to be held in 
the name of the Samaj and was to remain under 
the control, supervision and management of the 
Chairman for the time being. All agreements, 
contracts etc. relating to the properties or deal¬ 
ings entered into with the Samaj were to be en¬ 
tered into by such office-bearers as the Adminis¬ 
trative Committee appointed, for the purpose. 
For this purpose an authority signed by the 
Chairman was deemed a properly executed 
authority. 

Suits by or against the Samaj 

1-A.ll The General Secretary of the Bharat 
Sevak Samaj was the authority to sue or be sued 
in the name of the Samaj under Section 6 of the 
Societies Registration Act 1869. 

Organisational Set-up of the Branches 

1-A.12 There were to be State and District 
branches and other branches. The Chairman of 
the State Branch was to be appointed by the 
Chairman of the Samaj and was the Executive 
head of the organisation in the State. The other 
office-bearers and the District Chairman were, 
to be nominated by the Chairman of the Slate 
branch. 

Government Assistance for Bharat Sevak Samaj 

Activities 

1-A.13 In the year 1953 the Bharat Sevak 
Samaj approached the Ministry of Information & 
Broadcasting for grants to popularise the Five 
Year Plans through publication of a Journal and 
pamphlets relating to the Plans. The Ministry of 
Information & Broadcasting sanctioned grants 
for the publication of brochures for the first 
time on 25-6-1953. On 24-11-1953 grants were 
sanctioned for the publication of a Journal the 
‘Bharat Sevak’ for popularising the Plans. Other 
schemes followed namely the grants for Jan 
Schyog Kendras which were sanctioned for the 
first time on 23-1-1954. the bulletins in regional 
languages on 21-7-1955 and the scheme of mass 
contact on 29-12-1955. The Ministry of Infor¬ 
mation & Broadcasting sanctioned grants total¬ 
ling Rs. 42,71,556.26 from 1953-54 to 1965-66. 

l-A.14 In the year 1954 the Bharat Sevak 
Samaj approached the Ministry of Education for 


grants for organising the labour and social ser¬ 
vice camps for students and non-student rural 
youth. The first grant was sanctioned on 
10-6-1954 for holding two youth camps in Delhi 
but from the 1954-55 to 1964-£5 a total grant of 
Rs. 1.13,74,312.24 was sanctioned for 12,737 
labour and social service camps. In the year 
195o the Samaj approached the Planning Commis¬ 
sion for sanctioning some grants for the purchase 
of tools and equipments required for the labour 
and social service camps and for taking up the 
local development works. The Planning Com¬ 
mission on 22-3-1957 sanctioned a grant of Rs. 
4.80,000 and in the later years some more grants 
were sanctioned. Thus a total grant of Rs. 
7.03,000 was sanctioned for the purchase of tools 
and equipments. 

1-A.15 The next scheme for which the Bharat 
Sevak Samaj approached the Government was of 
running some Family Planning Centres. The 
first sanction of grant was on 14-3-1957. On the 
whole grants totalling Rs. 8,72.652 were sanc¬ 
tioned by the Ministry of Health, Government of 
India for the Family Planning Centres organised 
by the Bharat Sevak Samaj from 1957-58 to 
1966-67. 

I-A. 16 In the year 1957-58 a Scheme of Pub¬ 
lic Cooperation was also launched for participa¬ 
tion in socio-economic welfare of the slum dwel¬ 
lers and this scheme received assistance from the 
Planning Commission amounting to Rs. 21,41,481 
starting with four pilot centres in Delhi in the 
year 1957-58. By 1965-66 there were 50 cen¬ 
tres known as Urban Lok Karya Kshetras. 

I-A. 17 In the year 1958 was launched ano¬ 
ther Scheme known as the Rural Lok Karya 
Kshetras. The first set of Kshetras were inaugu¬ 
rated in 25 places on 25-11-1958. The main 
field of this programme was to create social cons¬ 
ciousness of the people's participation in the 
various development programmes in the rural 
areas. By the year 1963-64 there were 200 
Kshetras financed by the Central Government for 
which the Planning Commission had given Rs. 
45.00,170 upto 1966-67. 

1-A.18 Besides these Lok Karya Kshetras in 
the Central sector the Planning Commission also 
approved of the State sector Lok Karya Kshetras, 
the expenditure on which was shared in the ratio 
of 60 : 40 by the Central and the State Govern¬ 
ments. By 1963-64 there were about 200 Lok 
Karya Kshetras sanctioned in the State sector. 

1-A.19 In order to train workers for the Lok 
Karya Kshetras the Samaj started a training 
centre in the year 1958-59 at Mehrauli and this 
training centre received grants totalling Rs. 
5,22,937 upto year 1966-67. Another training 
centre for the workers of the Lok Karya Kshetras 
was started at Trivandrum in the year 1962-63 
and to this centre grants totalling Rs. 1,21,800 
were sanctioned upto the year 1966-67. 
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1-A.20 Another activity which the Bharat 
Sevak Samaj took up was the organisation of the 
Family Planning Orientation Training Camps. 
Starting from the year 1962-63 upto 1965-66 the 
Samaj held 2,274 Family Planning Orientation 
Camps and got grants from the Government 
totalling Rs. 12,74,913, and the object of these 
camps was to impress on the people that the 
family planning programme was socially appro¬ 
ved and accepted and was greatly conducive to 
the welfare of the people. 

1-A.21 Immediately after the Chinese Aggres¬ 
sion in 1962 the Samaj started a consumer move¬ 
ment with their Nadonal Consumer Sendee and 
from the year 1963-64 to 1966-67 it got grants 
totalling Rs. 72,194.54 from the Government 
of India. They also started regional consumer 
service for which they got assistance from the 
State Governments which was also shared bet¬ 
ween the Government of India and the State 
Governments. 

1-A.22 Apart from these schemes there were 
some schemes of the Central Social Welfare 
Board also for which the Samaj got assistance. 
These were the Welfare Extension Projects 
(Urban) which started in 1958 but by the year 
1964-65 the Samaj was running 29 projects in 
different States. Grants from the Board were 
meant for developing certain essential services 
which were developed further in due course with 
additional resources becoming available from the 
local community or from outside. The Central 
Social Welfare Board had paid grants totalling 
Rs. 10,45,127.78 to the Bharat Sevak Samaj upto 
1966-67 for these Projects. 

1-A.23 Then there was the Night Shelters 
Scheme which was established in conjested areas 
of cities for the benefit of the pavement dwellers 
who could not otherwise afford to have accom¬ 
modation for sleeping at night. The scheme was 
started in the year 1958 and 51 night shelters 
were sanctioned between 1958-59 and 1966-67, 
but all these were not functioning at the same 
time. The Central Social Welfare Board had 
given grants totalling Rs. 4,38,687.34 for the 
scheme. 

Construction Activities 

1-A.24 When the Kosi Project was sanctioned, 
at the instance of the Planning Minister, a pro¬ 
vision was made for public participation in the 
project and a certain amount of work was 
reserved for execution .through the Bharat Sevak 
Samaj. The actual participation of the Samaj 
in construction works had commenced on 
26-1-1955 but the foundation of the construction 
service was formally laid in March 1955 when 
the work actually started. 

1-A.25 In 1956 the Samaj took up certain 
construction contracts in Delhi starting with the 
Yamuna Bund and in 1957 it took up Okhla 
Bund and the stone pitching work, followed by 
Najafgarh Nullah in 1958 and the raising and 
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strengthening of the Shahdara Marginal bund in 
1959. The Samaj had also taken up the excava¬ 
tion of canals in Nagarjunasagar Project in 1957 
and the Chambal Project in Rajasthan in 1955- 
56. In the year 1956-57 the Ministry of Irriga¬ 
tion & Power sanctioned, grants for the starting 
of training centres at Kosi, Chambal, Delhi and 
Nagarjunasagar where facilities were provided 
for training engineering and accounts personnel 
required for these construction activities by the 
Bharat Sevak Samaj and for mobilising public 
co-operation in those projects. Grants totalling Rs. 
3,37,080.00 were sanctioned for these training 
centres. 

1-A.26 On December 19, 1958 the Adminis¬ 
trative Committee approved constitution of a 
separate Construction Committee and a separate 
constitution was also adopted for the construc¬ 
tion committee of the Bharat Sevak Samaj. More 
works were taken up by the Central and State 
Units of the Bharat Sevak Samaj and a pamph¬ 
let (“Exhibit No. 69”) brought out by the Bharat 
Sevak Samaj in October 1963 shows that besides 
the Central Construction Service, there were 73 
construction committees at the Pradesh and Dis¬ 
trict levels which were approved by the Central 
Construction Service by that time. Between the 
period 1956-62 the Samaj had, according to this 
pamphlet, taken up 24 important works of a cost 
of Rs. 5.97,00,000 and there were savings to the 
extent of Rs. 43.31 lacs to the Bharat Sevak 
Samaj. The records produced by the Bharat 
Sevak Samaj before the Commission shows that 
there were 89 construction committees including 
the Central Construction Service and they had 
taken up contracts of the value of Rs. 
19.61,78,967.06 and final results as available 
before this Commission showed that the Central 
Bharat Sevak Samaj had losses amounting to 
Rs. 74,212.16 upto 1967-68 and its Pradesh Units 
had losses amounting to Rs. 6,93,003.35. 

Local Development Works 

1-A.27 In the year 1953-54, the Bharat Sevak 
Samaj started getting grants from the Planning 
Commission for Local Development Works 
which were meant to assist the rural population 
in undertaking works which were required for 
the common need of the community with their 
own labour. In the beginning the grants were 
sanctioned for individual schemes approved by 
the Planning Commission through the State 
Governments but from 1958-59 onwards the 
schemes were approved and sanctioned by the 
State Governments from out of funds allotted, to 
them by the Planning Commission. In the State 
of Gujarat alone, from the year, 1954-55, 972 

schemes under Local Development Works Pro¬ 
gramme of the value of Rs. 1,22,68,407 were 
sanctioned and Government’s subsidy of Rs. 
53,14,025 was given. The scheme continued 
in Gujarat upto 1967-68. In the other States of 
India also grants were sanctioned under the 
scheme. But the exact amount sanctioned in 
different States is not available. 
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Allotment of land sites to the Bharat Sevak 

Samaj 

1-A.28 The Government of India allotted six 
pieces of land and, a building to the Delhi 
Pradesh, Bharat Sevak Samaj between 1957 and 
1963 for various purposes like construction of 
office building, construction of Occupational 
Therapy Institute, for removing of sand from the 
Yamuna river bed, for construction of hutments 
for labour employed by a Stone Crushing Society 
sponsored by Bharat Sevak Samaj and for con¬ 
struction of office building of the Society. Apart 
from the above, another piece of land in Naroji 
Nagar was unauthorisedly occupied by the Samaj 
for running a School. 

1-A.29 The amount of rent or lease money 
outstanding on these lands upto 31st January, 
1970 amounted to Rs. 6,14,287.15. 


Samaj held important positions in the Central 
Government or in the State Governments. As 
the Commission has not been furnished with a 
complete list of the office-bearers of the Central 
and State units of the Bharat Sevak Samaj from 
time to time, it has not been possible to find out 
the information. It appears that the following 
persons held very important positions in the 
Government either at the Centre or in the States 
andi also important positions in the Bharat Sevak 
Samaj. 

Mr. Jawaharlai Nehru, the First Prime Minister 

of India. 

He was also the first President of the Bharat 
Sevak Samaj from 1952 till his death on May 27, 
1964. But he is not shown to have taken any 
active part in the affairs of the Samaj. 


Allotment of Government accommodation to the 

Bharat Sevak Samaj. 

1-A.30 The first concession given to the 
Bharat Sevak Samaj was in the matter of allot¬ 
ment of Government accommodation. Right 
from its inception the Bharat Sevak Samaj was 
housed in Government accommodation in Delhi. 
The first allotment was in respect of room No. 
27-A in the Theatre Communication Building 
from 16th July, 1952 but afterwards a number 
of rooms in the Theatre Communication Build¬ 
ing and other buildings in Delhi were allotted by 
the Government -of India to the Bharat Sevak 
Samaj both for housing its offices and other acti¬ 
vities and for' residential purposes of the office 
bearers of the Bharat Sevak Samaj. In the begin¬ 
ning the buildings were allotted, on a nominal 
rent of Re. 1 per month but in the year 1954 at 
the instance of the Minister of Planning, Mr. 
G. L. Nanda, the position was reviewed. Mr. 
Nanda wanted the Bharat Sevak Samaj to be 
considered as “a limb of the Planning Com¬ 
mission” in the matter of allotment of accommo¬ 
dation and recovery of rent. From 1st April, 
1954 the Ministry of Works, Housing & Supply 
treated the Bharat Sevak Samaj as “a limb of 
the Planning Commission” for purpose of allot¬ 
ment of Government accommodation and re¬ 
covered no rent. These orders were, however, 
revoked with effect from 1st July, 1965 as a 
result of the severe criticism by the Public Ac¬ 
counts Committee. From 1st July, 1965 also 
the Bharat Sevak Samaj continued to be in 
possession of Government accommodation both 
for housing its offices and for the residential ac¬ 
commodation of its office bearers but the 
Government charged them a market rate of rent. 
The market rent has however, not been paid by 
the Bharat Sevak Samaj and the total amount of 
rent outstanding was Rs. 3,30,21.0.33 upto 31st 
January, 1972 


Mr. Gulzari Lai Nanda, 

He was the first Chairman of the Bharat Sevak 
Samaj from 1952 to July 19, 1965. He was also 
the President of the Bharat Sevak Samaj from 
May 1964 to February 14, 1966. 

The important positions held by Mr. Gulzari 
Lai Nanda in the Government of India were as 
follows: — 

Deputy Chairman, Planning 1950 to 1952. 
Commission. 

Minister of Planning and Irriga- 1951 to 1957. 
tion & Power. 

Minister of Labour & Employ- 1957 to 1963. 
ment & Planning. 

Deputy Chairman, Planning 1960 to 1963. 
Commission. 


Minister of Home Affairs. 


Minister of Railways 


September 1963 
to November 
1966. 

February 18, 
1970 to March 
17,1971. 


Mr. Lalit Naraian Mishnr. 

The posts held by Mr. L. N. Mishra in the 
Bharat Sevak Samaj were as follows: 

Incharge of Public Cooperation 1954 to 1957. 
work on behalf of the Bharat 
Sevak Samaj in the execution 
of Koshi Project. 

Chairman, Construction Group 1958. 
in the Central Bharat Sevak 
Samaj. 

General Secretary Central Bha- June 1962 to 
rat Sevak Samaj. May 29, 1964. 

The posts held by him in the Government 
were as follows:— 


Posts held by the Office-bearers of the Bharat 
Sevak Samaj in the Government 

1.31 The Commission finds that a number of 
important office-bearers of the Bharat Sevak 


Member, Second Lok Sabha ■ 1957 to 1962. 

Parliamentary Secretary to the 1957 to I960. 
Minister for Planning, Labour 
and Employment. 
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Deputy Minister for Labour, Em¬ 
ployment and Planning. 1960 to 1962. 

Deputy Minister for Home Affaiis January 25, 1966 

to March 10, 
1967. 

Minister of State for Labour and March 13, 1967 
Rehabilitation. to November 

15, 1967. 

Minister of State for Defence November 15, 
Production. 1967 to June 26, 

1970. 

Minister of State for Foreign June 27, 1970 to 
Trade. . February 4, 

1973. 

Cabinet Minister (Railways) • February 5, 1973 

Mr. J. L. Hathi: 

The posts held by Mr. Hathi in the Bharat 
Sevak Samaj were the following:— 

Chairman, Jan Jagaran Group • 1959 to 1961. 

Vice-Chairman, Central B.S.S. • 1960 to 1965, 

And the posts held in the Government of 
India were as follows: — 

Deputy Minister for Irrigation 1952 to 1962. 
and power. 

Minister of State in the Minis- April to Novem- 
stry of Labour & Employment ber, 1962. 

Minister of Supply & Technical September 1963 
Development and Minister of to January, 1964 
State in the Ministry of Labour 
and Employment. 

Minister of Supply & Technical February to 
Development. March 9, 1964. 

Minister of State in the Ministry March 10, 1964 
of Home Affairs. to October 27, 

1965. 

Minister of Defence Supplies in October 28, 1965 
the Ministry of Defence in to January 23, 

addition to Minister of State 1966. 

in the Ministry of Home Affairs. 

Minister of State in the Ministry January 24 to 
of Home Affairs and also Minis- November, 1966 
ter of Defence Supplies. 

Minister of State in the Ministry November 1966 
of Defence. to March 12, 

1967. 

Minister of Labour and Rehabi- March 13, 1967 
tation. to November 

13, 1969. 

Resigned .... November 13, 

1969. 

Mr. Ahmed Mohi-ud-Din: ( Deceased ) 

The posts held by Mr. Ahmed Mohi-ud-Din 
in the Bharat Sevak Samaj were as follows:— 

Chairman Lok Karya Kshetras 1962 to 1964. 
and Jan Jagaran Group. 

Chairman, L.K.K. Group • • 1965. 

The posts held by Mr. Ahmed Mohi-ud-Din 
in the Government were as follows:— 

Member of First Lower House 1952 to 1957. 
of Parliament. 

Member, of Second Lower House 1957 to 1962. 
of Parliament. 

Deputy Minister of Civil Avia- 1958 to 1962. 

tion. 

Deputy Minister of Transport 1962 to 1965. 
and Communications. 


Mr. Krishna Prasada : 

He was the Secretary of the Central Bharat 
Sevak Samaj from December 1953 to June 1962. 

From July 6, 1954 to February 28, 1965, Mr. 
Krishna Prasada was also holding the post of the 
Honorary Secretary of the National Advisory 
Committee on Public Cooperation in the Plan¬ 
ning Commission which was coordinating the 
schemes of Public Cooperation in the Planning 
Commission. 

Mr. Krishna Prasada was given rent-free ac¬ 
commodation and certain other facilities as the 
Honorary Secretary of the National Advisory 
Committee on Public Cooperation. 

Mr. M. D. Mithal: 

He was the Secretary of the Construction 
Group of the Bharat Sevak Samaj and also the 
General Manager of the Construction Service of 
the Bharat Sevak Samaj from 1958. 

Mr. Mithal held the post of Member, Central 
Water and Power Commission and retired on 
June 16, 1954. On June 16, 1956 he was appoin¬ 
ted as the Honorary Public Cooperation Adviser 
in the Ministry of Irrigation & Power and con¬ 
tinued in that post up to January 26, 1959. The 
main activity of this post was to promote the 
construction activities of the Bharat Sevak Samaj 
and other voluntary bodies but there is no evi¬ 
dence of any public cooperation work done for 
anybody other than the Bharat Sevak Samaj. 

Mr. A. N. Malhotra-. 

Mr. A. N. Malhotra was an Executive Engineer 
under the Government of Punjab, joined the 
Planning Commission as Assistant Chief on 
August 13, 1959 to June 14, 1962 and then took 
over as Director Planning Commission from 
June 15, 1962 to June 14, 1966 and later on 
reverted to the Haryana Government. 

While he was working in the Planning Com¬ 
mission, Mr. Malhotra was a Member of the 
Managing Committe of the Central Construction 
Service of the Bharat Sevak Samaj. He could 
not however, clarify in his evidence whether he 
was a Member of the Managing Committee in 
view of the post held by him in the Government 
of India or in his individual capacity. 

Mr. A. N. Malhotra in his evidence before 
this Commission has also stated that he was 
supervising the construction activities of the 
Bharat Sevak Samaj in Delhi and elsewhere. The 
evidence available in the records of the Planning 
Commission and in the Central Public Works 
Department shows that Mr. Malhotra was not 
only actively supervising the work of the Bharat 
Sevak Samaj Construction Service but was also 
interceding on behalf of the Bharat Sevak Samaj 
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with the Central Public Works Department Engi¬ 
neers and other Departments of the Central and 
State Governments. 

Mr. H. K. D. Tandon : 

Mr. H. K. D. Tandon held the following posts 
in the Planning Commission: — 

Assistant Chief • • • May 10, 1954 to 

July, 19, 1954. 


Mr. Tandon was also the Member of the 
Managing Committee of the Central Construction 
Service and it appears that he was also attending 
the meetings of other Committees of the Bharat 
Scvak Samaj. The evidence also shows that he 
was also interceding on behalf of the Bharat 
Sevak Samaj with the various Ministries who had 
given grants or contracts to the Bharat Sevak 
Samaj. 

Notices were issued to the office-bearers of the 
Bharat Sevak Samaj who hold or held high offi¬ 
ces in the Government of India whether as Minis¬ 
ters or in the Secretariat, to make their state¬ 
ments on affidavits and the following amongst 
them submitted their affidavits: — 

Mr. Gulzari Lai Nanda. 

Mr. L. N. Mishra 

Mr. Krishna Prasada. 

Mr. A. N. Malhotra. 

Mr. H. K. D. Tandon. 

Mr. Nanda and Mr. Malhotra were also exa¬ 
mined as witnesses but due to privilege provi¬ 
ded in the Civil Procedure Code excluding the 
jurisdiction of courts to summon inter alia minis¬ 
ters of the Central Ministry, Mr. L. N. Mishra 
could not be summoned as a witness. 

In reply to a notice of the Commission to file 
an affidavit, Mr. J. L. Hathi only sent a letter 


indicating his inability to make any statement in 
regard to the affairs of the Bharat Sevak Samaj. 
In view of that, the Commission did not think it 
necessary to summon him as a witness. 

The gist of what was stated by these various 
gentlemen was as follows: — 

Mr. Gulzari Lai Nanda 

In his affidavit dated- September 13, 1972, Mr. 
G. L. Nanda stated— 

(1) That he undertook tours in different Stales 
and did not find any misappropriation, defalca¬ 
tion or misuse of funds or their use for other 
than intended purposes of the moneys received 
from the Government of lnd-ia as grants-in-aid 
and spent by the various branches of the Bharat 
Sevak Samaj on the various schemes and acti¬ 
vities. 

(2) That all loans have been repaid with inte¬ 
rest. 

(3) That every care was being taken to have 
the accounts audited properly and submitted to 
the authorities as required till 1964-65. Regard¬ 
ing the Consolidated Accounts, the Central 
Bharat Sevak Samaj was not required by any 
Ministry/Planning Commission to furnish Con¬ 
solidated Accounts. The Bharat Sevak Samaj 
functioned at many levels with far flung Units in 
different parts and remote villages and corners of 
the country and therefore it was not reasonable 
to compel it to collect material about transac¬ 
tions everywhere and compile them in the form 
of a Consolidated Account. However, the 
Bharat Sevak Samaj has endeavoured to comply 
with the directions to the extent possible, and 
to the satisfaction of the Committee formed for 
the purpose by the Planning Commission. 

(4) It was not possible to evaluate in precise 
wotds all that the Bharat Sevak Samaj could 
achieve in respect of its large range of activities 
in all parts of the country. The quality of work 
was uneven, reflecting varying degrees of success 
as also failures at some places. All that would 
be inevitable in the case of a voluntary organi¬ 
sation with such a large spread and variety of 
programme keeping in view the fact that the 
direction and execution was, in the main, in the 
hands of voluntary workers with differiog calibre 
and background. 

Mr. G. L. Nanda also appeared before the 
Commission and tendered his evidence. Rele¬ 
vant portions of his evidence have been incor¬ 
porated in different chapters and at appropriate 
places. 

Mr. L. N. Mishra 

In his affidavit dated February 16, 1973, Mr. 
L. N. Mishra stated— 

(1) that Kosi Project Construction Committee 
was not in existence in the year 1955-57 when he 


Under Secretary 
Assistant Chief. 
Under Secretary 


Private Secretary to Minister 
(planning). 

Private Secretary to Minister 
(Planning) and Director. 

Director (P.C.) and Private Sec¬ 
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(P.C.) 

Deputy Secretary, Planning Com¬ 
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October 19 
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to January 31, 

1955. 
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to May 29, 
1955. 

May 30, 1955 to 
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November 2, 
1959 to May 3, 
1961. 

May 4, 1961 to 
March, 29, 1966 
March 30, 1966 
to August 5, 
1966. i 
August 6, 1966 
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1969 to date. 
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was associated with the work of mobilising pub¬ 
lic co-operation for the Kosi River Valley Pro¬ 
ject. 

(2) He was the Secretary of the Central Bharat 
Sevak Samaj from about the middle of 1962 
to about January-February 1964 and to the best 
of his knowledge and belief he did not draw any 
money from the Central Government either by 
way of any grant or subsidy or loan or any 
other form of assistance or advances. 

(3) In regard to his association with the Kosi 
Section of the Bharat Sevak Samaj, he stated that 
he left the organisation about 16 years back and 
it was not possible for him to recollect all the 
details and the papers might still be available 
with the persons incharge of the Kosi Organisa¬ 
tion in Bihar. 

(4) He did not possess any documents rele¬ 
vant to the terms of reference nor did he have 
any precise knowledge of any such documents 
being in the possession of any particular person. 

Mr. Jaisukhlal Hathi 


(4) The Bharat Sevak Samaj was entrusted by 
the Government with a large number, of Plan 
projects and more than the quantum of service 
rendered by it. The Bharat Sevak Samaj helped 
build up a cadre of workers devoted to ‘Rachnat- 
mak Kariya’, i.e. nation-building activities and 
tried to propogate the ideal of service. 

Mr. A. N. Malhotra 

In response to a letter from this Commission. 
Mr. A. N. Malhotra, vide his letter dated Sep¬ 
tember 12, 1972, stated— 

that the loans secured from the Central Govern¬ 
ment for the Central Construction Service was, 
as far as he recalled, utilised for the purpose for 
which it was intended. 

Mr. Malhotra also appeared as a witness 
before this Commission and tendered his evidence 
in regard to his association with the Bharat Sevak 
Samaj activities. His evidence has been incor¬ 
porated in the Report at the appropriate places 
of the relevant chapters. 


In response to a letter from this Commission 
dated July 31, 1972, Mr. Jaisukhlal Hathi vide 
his letter dated August 3, 1972, stated— 

(1) that after having separated himself as Vice- 
Chairman of the Bharat Sevak Samaj about 12 
years back, it was not possible for him to give 
any detail about the matters falling within the 
terms of reference of the Commission. 

(2) He did not handle the accounts nor is 
he in possession of any documents. He said that 
Mr. Krishna Prasada who was then acting as a 
Secretary would be conversant with all the mat¬ 
ters and therefore he could not make any state¬ 
ment regarding the affairs of the Bharat Sevak 
Samaj and he did not have access to any docu¬ 
ments. 


Mr. H. K. D. Tandon 

In his affidavit dated August 23, 1972, Mr. 
H. K. D. Tandon stated— 

that his association with the Bharat Sevak 
Samaj was as a functionary of the Planning Com¬ 
mission, initially as Private Secretary to Mr. G. 
L. Nanda, the then Deputy Chairman/Minister 
for Planning and Chairman, Bharat Sevak Samaj; 
and subsequently as a Director in the Public 
Co-operation Division in the Planning Commis¬ 
sion. His actions/decisions taken in the dis¬ 
charge of responsibilities were under the direc¬ 
tions or with the approval of appropriate autho¬ 
rities. The meetings of the Committee set up 
by the Bharat Sevak Samaj were attended by him 
as a functionary of the Planning Commission. 


Mr. Krishna Prasada 

In his affidavit dated August 29, 1972, before 
this Commission, Mr. Krishna Prasada stated— 

(1) that in regard to the activities of the 
Bharat Sevak Samaj, he was associated not only 
at the planning stage but also with the execu¬ 
tion of the projects but he had no records of the 
Bharat Sevak Samaj in his possession ever since 
June 1962. 

(2) That the management of the Construction 
Wing of the Bharat Sevak Samaj was in the hands 
of a committee called “Central Managing Com¬ 
mittee”. 

(3) Regarding the Consolidated Accounts of 
the Samaj under G.F.R. 149(3), the question of 
submission of such accounts was never raised up- 
to March 1965. 


Office-bearers of the Pradesh Units 

The Commission does not have complete in¬ 
formation about the office-bearers of the diffe¬ 
rent Pradesh Units of the Bharat Sevak Samaj 
from time to time but the Annual Reports of 
the Bharat Sevak Samaj contain some informa¬ 
tion about the office-bearers for some years. The 
available information shows that the Pradesh 
Conveners of a majority of the Pradesh Units 
were politicians. There were ex-Ministers, Sit¬ 
ting or ex-Members of Parliament and State 
Legislatures and there were other politicians 
also. The names of a few prominent politicians 
who were in charge of the Pradesh Units of the 
Bharat Sevak Samaj as gathered from the availa¬ 
ble information are given in Table 1-A. 
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B: ASSISTANCE GIVEN BY THE GOVERNMENT TO THE BHARAT SEVAK SAMAJ. 


Grants given by the Government of India to the 

Bharat Sevak Samaj 

1.32 The Commission had asked the various 
Ministries of the Government of India to furnish 
the figures of grants given by them to the Bharat 
Sevak Samaj for different activities, the amounts 
utilised out of these grants and the amounts for 
which utilisation was yet to be determined. From 
the replies given by the various Ministries, the 
Commission finds that from 1953-54 to 1966-67 
the various Ministries of the Government of 
India gave grants totalling Rs. 2,93,55,275.44 for 
30 schemes. Names of the schemes, the grants 

trr-the different schemes and the period 
during which they were paid, the amounts for 
which utilisation certificates have been issued, 
the amounts for which accounts are yet to be 
rendered by the Bharat Sevak Samaj and the 
amounts for which accounts have been rendered 
but are still under the scrutiny of the Ministries 
are all contained in Table I-B attached to this 
part of the Report. 

1.33 The utilisation as revealed by the affida¬ 
vits of the various Ministries is as follows: 

Rs. 

Total amount of grants paid • 2,93,55,275-44 

Amount refunded in cash by the 17,19,535 -99 
Bharat Sevak Samaj 

Amount for which utilisation cer- 2,46,25,595-48 
tificates have been issued or ac¬ 
counts have been finalised. 

Amount for which accounts have 23,90,185-66 
been submitted by the Bharat Se¬ 
vak Samaj which are stated to be 
under scrutiny of the Ministries. 

Amount for which no accounts have 6,19,958 • 31 
been rendered by the Bharat Se¬ 
vak Samaj. 

Total amount for which utilisation 30,10,143-97 
is to be finalised. 

1.34 The Commission will discuss the extent 
of utilisation of the- grants for the different 
schemes in the relevant chapters dealing with 
each activity. 

Grants given by the State Governments to the 

Bharat Sevak Samaj: 

1.35 The terms of reference of this Commis¬ 
sion confine the inquiry to assistance given by 
the Central Government but the Commission 
finds that even though the Central grants were 
given to the Central Bharat Sevak Samaj, in the 
case of many schemes the grants were actually 
utilised by the Central Bharat Sevak Samaj 
through their units in the States and in the dis¬ 
tricts or in the regions. In many cases these 
Pradesh and District Units did not keep separate 
accounts of' the Central grant and the grant 
received from the State Governments and the 


funds of the Bharat Sevak Samaj, which were all 
mixed up. Therefore, it has become necessary 
for the Commission to find out what the grants 
given by the State Governments were and for 
what purpose they were given and to what ex¬ 
tent those grants were utilised and what was the 
unutilised amount for which the different units 
were to render account. 

1.36 The third term of reference of the Com¬ 
mission requires the Commission to find out the 
extent to which the accounts for the Central 
assistance have been submitted or prepared and 
the extent to which the accounts conform to the 
procedures prescribed. The Commission will go 
into these grants in seriatim and give its findings 
thereon. The Commission, however, has not 
gone into the actual utilisation of the grants 
given by the State Governments for the purposes 
for which they were given. That, the Commis¬ 
sion holds, is beyond the jurisdiction of this 
Commission but the Commission is of the opinion 
that it is necessary to find out whether all the 
grants received were duly accounted for by the 
units of the Bharat Sevak Samaj and whether 
the accounts prepared are complete or not. 

1.37 In the case of grants given by the Centre 
to the States for State Lok Karya Kshetras where 
the discretion was of the States to employ any 
agency, the Commission is of the opinion that 
they are de hors the terms of reference except to 
the extent that they may be necessary for the 
purposes of consolidated accounts. 

1.38 This Commission had asked the various 
State Governments to give information about the 
grants paid by them to the Bharat Sevak Samaj 
and the amout of unutilised grants which was 
pending with the different units of the Bharat 
Sevak Samaj. The information as given by the 
different State Governments is tabulated in Table 
1-C attached to this part of the Report. In this 
Table it will be seen that the total grants paid 
from 1955-56 to 1969-70 by the different State 
Governments total to Rs. 94,93,624.00 and out 
of these grants Rs. 1,86,364.26 is still to be 
utilised by the Bharat Sevak Samaj. 

1.39 The Commission finds from the state¬ 
ments filed by the State Governments that out 
of the grants given by them, amounts totalling 
Rs. 32,39,891.91 were given for meeting the 
organizational expenses of the different Pradesh 
Units of the Bharat Sevak Samaj. The amounts 
given by the different States were as shown in 
Table 1-D. 

1.40 The Commission has discussed in the 
Chapter dealing with the Central grants the 
quantum of assistance given from out of the 
Central Government Schemes for the organisa¬ 
tional expenses of the Samaj. The Commission 
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has also found that the organisational expenses 
included in the account of the Central Samaj, in¬ 
cluded not only the expenses at the Head Office 
of the Bharat Sevak Samaj at Delhi but also the 
expenses of the staff at the Pradesh level. x The 
Commission also finds that in some States, Secre¬ 
taries of the Pradesh Bharat Sevak Samaj were 
paid either from out of the Central Schemes or 
from the State Schemes and in some cases two 
Secretaries were appointed: One under the 
Central and the other under the State Schemes. 

In either cases, the Commission has found that 
the major part of the organisational expenses of 
the Bharat Sevak Samaj was met out of the 
grants from the Government either at the Central 
level or at the State level. The Commission has 
not been able to find out as to why expenses on 
organisation at the State level were necessary at 
two levels. Whether there was duplication of 
efforts and consequently duplication of payments 
of grants, it has not been possible to ascertain 
as the essential records of work done by the staff 
at the State and Central levels have not been 
produced before this Commission. 

Assistance given by the Administrations of Union 
Territories: 

1.41 The assistance given by the Union Terri¬ 
tories falls in an entirely different category. In 
the case of these Union Territories the budgets 
were voted by the Union Parliament and there¬ 
fore all the grants given from out of those budgets 
of the Union Territories squarely fall within the 
jurisdiction of the Union Parliament. The Com¬ 
mission asked the Administrations of the differ¬ 
ent Union Territories to give information regard¬ 
ing the grants paid for the different schemes by 
the Union Territories and from the information 
supplied, it appears that between 1957-58 and 
1968-69 grants totalling Rs. 20,12,622.62 were 
paid by the Administrations of the different 
Union Territories. Out of these grants the un¬ 
utilised amount left with the Bharat Sevak Samaj 
is Rs. 1,61,507.36. 

1.42 The utilisation of these grants have been 
discussed in the chapters relating to the different 
Pradeshes of the Bharat Sevak Samaj. The 
particulars of the grants given by the different 
Union Territories have been given in Table 1-E 
attached to this part of the Report. 

1.43 The scrutiny of the particulars of the 
grants shows that in the Union Territories of 
Goa, Daman and Diu, Himachal Pradesh and 
Manipur grants were given by the Administrations 
for the organisational expenses of the Bharat 
Sevak Samaj units in those Territories. Thus, in 
those Territories the Bharat Sevak Samaj was 
being run from out of public revenues. 

Loans and Advances given by the Government 

of India to the Bharat Sevak Samaj: 

1.44' The Ministry of Irrigation and Power 
and the Planning Commission sanctioned loans 


totalling Rs. 45.80 lakhs to the Central Bharat 
Sevak Samaj for the purchase of machinery and 
equipments required for its construction service 
and for financing the construction activities. Be¬ 
sides this, loans totalling Rs. 36.50 lakhs were 
also sanctioned by the Planning Commission to 
the various Pradesh Units of the Bharat Sevak 
Samaj through the State Governments. 

1.45 Apart from the loans mentioned above 
the Ministry of Commerce and Industry sanc¬ 
tioned loans totalling Rs. 90.461.25 for a Holdall 
Unit started by the Madras Unit of the Bharat 
Sevak Samaj. For its construction activities the 
Bharat Sevak Samaj was given not only loans 
but also initial advances by the various Depart¬ 
ments of the Government of India which gave 
construction contracts to them. These advances 
were upto a limit of l/4th of the value of the 
contract. But the full details of the amounts 
sanctioned are not available on the record but 
the records available show that the Central 
Public Works Department gave advances totalling 
Rs. 28,49,926 for 34 construction works. 

Other concession given by the Government: 

1.46 The> other concessions given by the 
Government of India were— 

(i) exempting the Bharat Sevak Samaj from 

the payment of earnest money and securi¬ 
ty deposit; 

(ii) exemption from payment of income-tax; 
this exemption was later on withdrawn 
in 1965. But the assessment proceedings 
are still going on. It may be an obiter 
dictum but it must be remarked that ac¬ 
cording to law either income-tax was exi¬ 
gible under the provisions of the Act or 
it was not. There is no question of exemp¬ 
tion out of kindness. In this case there is 
no evidence to show that the income-tax 
authorities had acted under their special 
powers of exemption which also is a 
limited power under the Income-tax Act 
and is exercisable in specified circumstan¬ 
ces; 

(iii) giving of rent free accommodation for the 
offices of the Bharat Sevak Samaj and for 
the residences of some of its workers; 

Civ) allotment of land to the Bharat Sevak 
Samaj for construction of office building 
and for other purposes; 

(v) issue of Railway passes whose number 
went up to 10 and these were both All- 
India passes and Zonal Railway passes 
which the workers of the Bharat Sevak 
Samaj could use without any restriction 
about the purpose of journey or about the 
name of the user; 
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(Vi) concession in railway fares to the workers 
of the Bharat Sevak Samaj for attending 
their Annual Convention and also for 
All-India tours. 

All those concessions have been discussed at 
appropriate places. 

The accounts of the Bharat Sevak Samaj and 

the public Accounts Committee's Criticism 

1.47 Even though grants were given to the 
Bharat Sevak Samaj by the Government of India 
for a number of schemes from 1953-54 the Samaj 
was rendering accounts only for the specific sche¬ 
mes for which grants were given. In his Inspec¬ 
tion Report for the period from 1961-62 the 
Accountant General pointed out that the over¬ 
all financial accounts of the Bharat Sevak Samaj 
were not being received by the Government of 
India and therefore the overall financial position 
of the Samaj could not be ascertained. They 
wanted Consolidated Accounts of the Bharat 
Sevak Samaj showing the overall financial posi¬ 
tion to be obtained. 

1.48 Both the Bharat Sevak Samaj and the 
Planning Commission agreed that the Consoli¬ 
dated Accounts showing the overall financial 
position was necessary but as no steps were taken 
to maintain the Consolidated Accounts the 
matter was commented upon in the Central 
Government Audit Report for the year 1964. 
The Public Accounts Committee in its 34th Re¬ 
port (Third Lok Sabha) for the year 1964-65 
commented adversely about the non-preparation 
of the Consolidated audited accounts of the 
Bharat Sevak Samaj showing the overall finan¬ 
cial position and wanted the Planning Commis¬ 
sion to insist on the submission of such ac¬ 
counts by the Bharat Sevak Samaj from the be¬ 
ginning. They allowed a time limit of 6 months 
for the submission of such accounts and recom¬ 
mended that no further grants should be given 
unless and until this was done. 

1.49 The Bharat Sevak Samaj could not ren¬ 
der the requisite Consolidated Accounts within 
the 6 months allowed by the Public Accounts 
Committee and they requested for the release of 
grants and also asked for a proforma for the 
submission of the Consolidated Accounts to be 
prescribed by the Government. 

1.50 The grants for the year 1965-66 were 
sanctioned before the receipt of the Consolidat¬ 
ed Statement of Account but a condition was 
put that the Bharat Sevak Samaj should fur¬ 
nish the Consolidated Statement of Account of 
the organisation as a whole duly audited for all 
the previous years. Time given for this purpose 
was up to November 10, 1965. The Samaj agreed 
to this condition and received the grants from 
the Planning Commission and from the other 
Ministries: it must be presumed on the prescrib¬ 
ed condition. 


1.51 The Samaj could not, however, submit 
the Consolidated Accounts even within this pe¬ 
riod and further extensions were given and for 
the year 1966-67 also the first instalment of 
grants was released to the Bharat Sevak Samaj 
even though no Consolidated Statement of Ac¬ 
counts were received. In the meanwhile, the pro¬ 
forma in which the Consolidated Statement of Ac¬ 
counts were to be submitted had been finalised 
and was given to the Bharat Sevak Samaj. The 
Samaj was also given time up to September 30, 
1966 by the Planning Commission for the sub¬ 
mission of the audited Consolidated Accounts 
for all the previous years. 

1.52 The Public Accounts Committee of the 
4th Lok Sabha again reverted to this matter in 
its 9th Report for the year 1967-68 and expressed 
their unhappiness over the manner in which the 
Government had extended time limit for sub¬ 
mission of the Consolidated Accounts by the 
Bharat Sevak Samaj and also on the release of 
further grants by the Ministries in spite of the 
clear directive of the Public Accounts Commit¬ 
tee on the earlier occasions. 

1.53 The Bharat Sevak Samaj, however, sub¬ 
mitted the following set of Consolidated! Accounts 
to the Planning Commission on different dates: — 


Particulars Date of 

submission 


(i) Consolidated statements of accounts 24-5-1966 

of Central and State Units (ex¬ 
cluding Construction Service) for 
the years 1962-63, 1963-64 and 
1964-65. 

(ii) Consolidated statement of Receipts 26-10-1966 

and j Payments against Central 
Government Grants for the years 
1953-54 to 1961-62. 

(iii) Consolidated statement of Receipts 31-5-1968 

& Payments of Central and State 
Units (excluding Construction 
activities) for the year 1965-66 

(iv) Recasted Consolidated Balance- 8-1-1969 

Sheets of Bharat Sevak Samaj 
Construction Service for the 
period ended 31-3-1965 and 
31-3-1966, supported by Profit 
and Loss Accounts, Contact 
Accounts and Manufacturing 
and Trading Accounts of Brick 
Kilns, duly certified by a Char¬ 
tered Accountant. 


1.54 The Sub-Committee of the Co-ordina¬ 
tion Committee on Public Co-operation in the 
Planning Commission went through these ac¬ 
counts and found them incomplete in many res¬ 
pects and consequently the Government of India 
decided to appoint this Commission to look into 
the accounts of the Bharat Sevak Samaj. 



TERMS OF REFERENCE OF THE COM MISSION 


This Commission was appointed by a Notifica¬ 
tion of the Government of India dated February 
21, 1969, which reads as follows: 


Notification 

Whereas the Central Government is of opi¬ 
nion that it is necessary to appoint a Commis¬ 
sion of Inquiry for the purpose of making an en¬ 
quiry into definite matters of public importance 
hereinafter specified; 

Now, therefore, in exercise of the powers con¬ 
ferred by Section 3 of the Commission of Inquiry 
Act, 1952 (Act No. 60 of 1952), the Central Gov¬ 
ernment hereby appoints a Commission of Inquiry 
consisting of Shri J. L. Kapur, Retired Judge 
of the Supreme Court of India, as Chairman to 
enquire into the following matters: 


First term of Reference 

2.4 The first term of reference requires the 
Commission to find the extent to which Central 
Government assistance in grants, loans and other 
advances to the Bharat Sevak Samaj have been 
utilised by it for the purposes intended. Here the 
question that arises is what the word ‘Central As¬ 
sistance’ signifies and means. There is no doubt 
or ambiguity about the Central Government as¬ 
sistance given directly by the Central Government 
to the Bharat Sevak Samaj but there is 
a controversy about Central Government assis¬ 
tance given through other agencies to the Bharat 
Sevak Samaj particularly the assistance given 
through the agency of the State Governments. 
The Commission would like to discuss this at 
some length because this is a controversial mat¬ 
ter and the contention raised by the Samaj was 
that such assistance is not Central assistance. 


(i) The extent to which Central Government 
assistance in grants, loans and other ad¬ 
vances to the Bharat Sevak Samaj, has 
been utilised by it for the purposes in¬ 
tended. 

(ii) The extent to which the Central Govern¬ 
ment loans and advances given to the 
Bharat Sevak Samaj are duly secured, and 
measures required for timely recovery. 

(iii) The statement of accounts of the Bharat 
Sevak Samaj in respect of the Central 
grants, loans and advances made to it, 
the extent to which these have been or 
can be prepared and furnished, and the 
measures in which they conform to the 
procedures prescribed for assistance to 
voluntary organisations. 

The Commission will make its report to the 
Central Government within six months. 

2.2 And whereas the Central Government is 
of opinion that, having regard to the nature of 
the inquiry to be made and other circumstances 
of the case, all the provisions of sub-section (2), 
sub-section (3), sub-section (4) and sub-section 
(5) of section 5 of the Commission of Inquiry 
Act, 1952 (Act 60 of 1952), should be made ap¬ 
plicable to the said Commission, the Central 
Government hereby directs that all the said pro¬ 
visions shall apply to the said Commission.” 

2.3 As per this notification the matters to 
be enquired into by the Commission are three 
and the scope of each of these matters will be 
discussed hereinafter. 


2.5 The Bharat Sevak Samaj has submitted 
that it is accountable only for such assistance 
from the Central Government which was given 
direct to the Central Bharat Sevak Samaj or to 
the persons authorised by the Central Bharat 
Sevak Samaj specifically to receive such assis¬ 
tance. To support this contention, they have re¬ 
lied upon Article 13-A of the Constitution of 
the Bharat Sevak Samaj which says “the Admi¬ 
nistrative Committee of the Bharat Sevak Samaj 
will administer the funds of the Samaj as well 
as any other funds placed at the disposal of the 
Samaj for specific objects”. The Samaj has con¬ 
tended that in cases where the assistance has 
been given to branches of the Bharat Sevak 
Samaj by the Central Government either direct¬ 
ly or through the State Governments or other 
agencies, the Central Bharat Sevak Samaj is not 
liable or responsible to account for the same 
unless and until there was a proper authority 
from the Administrative Committee of the 
Bharat Sevak Samaj. They have also contended 
that the scope of the terms of the first reference 
to this Commission does not cover such cases 
where the Central Government assistance has 
been given to the branches without specific au¬ 
thority from the Central Bharat Sevak Samaj or 
to such cases where the assistance was received 
by the branches directly even if it was under 
the recommendation of the Central Bharat 
Sevak Samaj. 

2.6 The Constitution of the Bharat Sevak 
Samaj has made a provision for the setting up 
of State and District Units. The Chairman of 
the State branch was to be appointed by the 
Chairman of the Bharat Sevak Samaj and other 


4—1 DCD/ND/73 
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office-bearers by the Chairman of the State 
branch. The Chairman of the District branch 
was to be appointed by the authorities of the 
State branch and he was to be the executive 
head of the organisation in the district. The 
Constitution of the Samaj authorised the State 
branches to make collections or to receive con¬ 
tributions and the branches were required to 
issue audited statements of accounts and a con¬ 
solidated report of their work at the end of each 
year. The General Secretary of the Bharat Sevak 
Samaj was to be the authority to sue or be sued 
in the name of the Samaj under Section 6 of the 
Societies Registration Act of 1860. 

The reliance of the Samaj on Article 13A of 
its constitution relating to the administration of 
funds of the Samaj by the Administrative Com¬ 
mittee seems to be misconceived. No proceedings 
of the Administrative Committee of the Samaj 
have been produced showing, that there was any 
specific authority given to any person in the Cen¬ 
tral Samaj even in regard to receiving grants, 
loans etc. from the Central Government or any 
other authority. Nor has the Samaj produced re¬ 
liable evidence to show that the authorities out¬ 
side the Central Samaj were prohibited from re¬ 
ceiving grants or loans from the Central Govern¬ 
ment. On the other hand, the Samaj has taken full 
cred : t for the work done by its different units, 
including Kosi Unit which was, according to 
the Samaj, only a State Unit or even a local 
Unit. 

As a matter of fact, the practice was that when 
the State Branches of the Samaj, which had taken 
construction activities, applied for loans from the 
Planning Comm'ssion through the State Govern¬ 
ments. the Central Samaj supported those appli¬ 
cations and it cannot now turn round and say 
that it has no responsibility for the discharge of 
liabilities incurred by its own Branches. After 
all the State Branches or the local Branches of 
the Bharat Sevak Samaj were not separate bodies. 
The le"al nersona was the Bharat Sevak Samaj 
re"’ster»d under the Societies’ Registration Act 
of 1860 and all these various Branches were only 
parts and accented parts of the persona called the 
Bharat Sevak Samaj and anything done by them 
unless specifically prohibited to the knowledge of 
the mentor or the lender, cannot be repudiated 
by the Central Samaj. If there was no specific au¬ 
thority specifically conferred in the case of mem¬ 
bers of the Central Samaj and no objection has 
been mk<m to the loans and grants taken by them 
and s-'milarlv no obiection was earlier taken by 
the Simai to the loans and grants taken by its 
Gate and other Un ; ts whether from the Central 
Government or from the State Governments, it is 
too late for the Samaj at this stage to turn round 
and denv its responsibility to account for the 
moneys taken bv its Branches, i.e., its State and 
loea] Units for moneys received from the Central 
Government either directly or through the agency 
of a subordinate authority. 


2.7 In the case of grants for the Family Plan¬ 
ning Clinics the grants were released directly to 
the branches of the Bharat Sevak Samaj in some 
cases on the recommendation of the Central 
Bharat Sevak Samaj and in other cases on the 
recommendation of the State Units of the Bharat 
Sevak Samaj. These grants were released directly 
by the Ministry of Health to the branches. If the 
contention of the Bharat Sevak Samaj that it was 
not accountable for these grants because the 
grants were released to the different Units direct¬ 
ly by the Central Government whether on the re¬ 
commendation of the Central Samaj or without 
is accepted, then the relevant provisions in the 
Constitution of the Bharat Sevak Samaj relied 
upon will become operative even though the 
different branches were formed under the autho¬ 
rity of the Bharat Sevak Samaj itself and the 
grants were given on the recommendation of the 
Central Bharat Sevak Samaj and the Central 
Samaj has in its reports taken full credit for that 
activity. Their claim was that the Samaj was run¬ 
ning a number of Family Planning Clinics and 
that the Samaj was serving the country by un¬ 
dertaking that activity. The Samaj cannot be 
allowed to approbate and reprobate. 

2.8 Another major contention is about the 
loans given to the different State Units of the 
Bharat Sevak Samaj by the Planning Commission 
through the State Governments. The objections 
of the Bharat Sevak Samaj to include these loans 
within the terms of reference of this Commission 
were that the Central Bharat Sevak Samaj did 
not know anything about these loans but that 
content ; on is at variance with facts. The Commis¬ 
sion finds that the loans were, in a majority of 
cases, sanctioned on the recommendation of the 
Central Bharat Sevak Samaj. As a matter of 
fact, all the applications came to the Central 
Government through the Central Samaj. 

2.9 The second contention of the Bharat 
Sevak Samaj was that the loans were not paid to 
the Central Bharat Sevak Samaj and, therefore, 
these loans do not fall within the terms of re¬ 
ference of this Commission. The Commission, 
however, finds that the State Units were regu¬ 
larly constituted units of the Bharat Sevak Samaj 
and were a part of the Organisation, and the 
Bharat Sevak Samaj informed the State Govern¬ 
ments about the recognition accorded to them 
by the Central Bharat Sevak Samaj authorising 
them to take up construction activities and also 
all necessary steps, incidental and preliminary to 
carrying out those activities. The Samaj con¬ 
tumaciously refused to produce the relevant re¬ 
cords by which they had accorded recognition 
to different units from rime to time and given 
them authority. The records which have been 
produced show that the State Units for which 
loans were given were duly recognised for the 
purpose of taking up construction activities, 
borrowing of moneys and taking advances and 
the taking of all necessary steps for the carrying 
on of those activities must be presumed to he it}- 
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eluded. In all these cases the loans and advances 
were by the Central Government but the agency 
through which the moneys were given were the 
State Government to whom was given the task 
of recovering of the loans etc. The fact that they 
were also responsible to the Central Government 
for the loans was a matter of inter-unit arrange¬ 
ment because of the division of powers and sub¬ 
jects. 

2.10 Apart from these loans there were also 
grants for Local Development Works which were 
given by the Planning Commission through the 
State Governments to the units of the Bharat 
Sevak Samaj. In this case also the grants were 
given on the recommendation of the Central Bharat 
Sevak Samaj and the State . Governments was 
merely an agency for distributing these loans. 

2.11 The first term of reference embraces the 
Central Government assistance given to the 
Bharat Sevak Samaj. The wording is not restric¬ 
tive. It does not only cover assistance directly 
given by the Central Government directly to the 
Central Bharat Sevak Samaj. The wording mere- 


Schedule of the Constitution of India. There¬ 
fore, all assistance, whether given to the Central 
Samaj or to the State Unit of the Samaj, whe¬ 
ther given directly by the Central Government or 
through the instrumentality of the State Gov¬ 
ernment, fall within the purview of the Act and 
within the powers of the Central Government. 

2.14 This is made clear by the definition 
of the ‘appropriate Government’ relateable to a 
State Government which is empowered to ap¬ 
point a Commission of Inquiry into matters re- 
lateable to items in Lists II and III in the 
Seventh Schedule, i.e., the State List and the 
Concurrent List. 

2.15 This distinction between the two aspects 
of the words ‘appropriate Government’ shows 
that the intention of Parliament when a Com¬ 
mission of Inquiry is appointed by the Central 
Government, to go into Central assistance, was 
not to circumscribe the scope of inquiry to Cen¬ 
tral assistance directly given to the Central Bha¬ 
rat Sevak Samaj but would include the assistance 
given by the Central Government through the 
State Governments. 


ly mentions ‘Central assistance’ and ‘given to the 

Bharat Sevak Samaj’. It does not say it should 2.16 The Commission finds no reason to, 

be given directly and only to Central Bharat restricting the enquiry only to the assistance 

Sevak Samaj. It hardly makes any difference as given to the Central Bharat Sevak Samaj be- 

to who renders the accounts, i.e.. Central Bharat cause the wording of the terms of reference 

Sevak Samaj or its Pradesh Units. They were clearly says that assistance given to the Bharat 

merely branches of the Bharat Sevak Samaj at Sevak Samaj is to be enquired into and State 

the State capitals etc. and could have had no and local units of the Bharat Sevak Samaj are 

legal existence without the Central Samaj. In any a part of the legal persona, the Bharat Sevak 

case it was only the General Secretary of the Samaj. 

Bharat Sevak Samaj who was the authority to sue 

or be sued in respect of all disputes pertaining to 2.17 It will be observed that in the course 

the Bharat Sevak Samaj wherever situated and of their report, the Public Accounts Committee 
whether the body was the Central Bharat Sevak at page 76 of Chapter VIII under the heading 

Samaj or the State or District Units. There can- Constructional and Contract Activities of the 

not be a dichotomy or trichotomy in this respect. Bharat Sevak Samaj, have considered the con¬ 


cessions given by the Central Government itself 


2.12 Proceedings in Parliament, which led 
to the appointment of this Commission do not 
show that there was any intention for circumscri¬ 
bing the scope of enquiry to financial assistance 
given directly to the Central Bharat Sevak Samaj 
and to use the words ‘Central assistance’ in a 
restrictive sense so as to exclude Central loans 


or on its directions by the State Governments. 
This was by a letter printed at page 501 as 
Appendix XXIX. The Annexure III at page 538 
is a note showing the concessions given at the 
instance of the Planning Commission and some 
Ministries of the Central Government by the 
State Governments. 


and advances and grants not given directly to 
the Central Samaj but given through the agency 
of State Governments or given to State or local 
units of the BSS. They were only the distribut¬ 
ing agencies and were to be responsible for the 
recovery of the loans and of other financial 
assistance given to the State Units of the Bharat 
Sevak Samaj. 

2.13 In this connection, it will be relevant to 
refer to the Commission of Inquiry Act 1952 
(Act LX of 1952) which authorises the Central 
Government to appoint a Commission of In¬ 
quiry into any matter falling within the three 
Lists, List I, List II or List III in the Seventh 


2.18 In the same Chapter at page 91 the 
Committee have discussed the question of Kosi 
also and relevant to this question of Kosi is 
Annexure III at page 538 and that is in con¬ 
tinuation of Appendix XXXV at pages 521-522. 

2.19 With great respect, the Commission 
would like to say that even though the finding 
of the Public Accounts Committee may not be 
binding, the persuasive authority of the findings 
of that Committee cannot be minimised. 

2.20 Further it is also relevant to observe that 
at page 93 of the Public Accounts Committee 
Report the savings at Kosi were discussed and 
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the Public Accounts Committee said as fol¬ 
lows:— 

“The Committee pointed out that since there 
were no accounts ol the body, it was not pos¬ 
sible to know how the savings had been uti¬ 
lised. The witness stated that with regard to 
the construction service, there was an account 
for the year ending July 31, 1963, but they 
did not know about the earlier years. He was, 
however, definitely of the view that it was 
desirable to bring the Bharat Sevak Samaj 
under some sort of financial discipline, to 
make them prepare consolidated accounts. 
He further agreed when it was pointed out that 
in view of the fact that the Bharat Sevak 
Samaj had the authority and power almost 
like Government organisations and got their 
finances from Government, but were not obli¬ 
ged to prepare accounts and were not ac¬ 
countable to Parliament or anybody else, that 
financial discipline should be endorsed on Bha¬ 
rat Sevak Samaj”. 

2.21 To put it in legal language, the findings 
of the Public Accounts Committee may not ope¬ 
rate as estoppel by record still they are a piece 
of evidence which must be looked at with the 
greatest respect. 

2.22 Another issue that arises is whether only 
the cash grants, loans and other advances fall 
within the terms of reference. In the case of 
Bharat Sevak Samaj they were also extended 
other facilities like rent-free accommodation 
allotment of land on concessional rates, free 
Railway passes, etc. The Commission is of the 
opinion that there is virtually no difference bet¬ 
ween cash assistance and assistance in kind. 
The proceedings of the debates in Parliament 
which led to the setting up of this Commission 
show that the Members were concerned as much 
about the utilisation of these facilities as they 
were about the cash assistance. In the opinion 
of the Commission assistance in kind is as much 
within the terms of reference as cash assistance. 

2.23 The Commission would now discuss the 
question of utilisation of the grants, loans etc. 
which is an integral part of the inquiry. The 
utilisation does not mean merely rendering of 
accounts showing the receipt and disbursement 
of the grants. The purposes intended could be 
fulfilled only if all the conditions attached to the 
assistance are satisfied. For an example, it is 
not enough if an account is submitted showing 
the disbursement of salary to the staff employed 
under a particular scheme. The Samaj must go 
further and show that the staff was usefully em¬ 
ployed in furtherance of the objectives of the 
Scheme under which the grant was received and 
for the purposes of which the staff was em¬ 
ployed. Similarly, if some equipment was pur¬ 
chased under a scheme it would not be enough 
if an account is rendered showing the payment 
for the purchases made. It will also be necessary 
to show that the equipments were actually used 


for the scheme as contemplated in the scheme, 
t his aspect of the utilisation can be verified only 
if tne performance of the scheme as a whole is 
analysed. The word ‘utilisation’ is, therefore, an 
expression which has a wide connotation and 
covers expenditure and its accounts and useful 
employment to subserve the objects of the sche¬ 
me under which the grants are made. 

The Second Term of Reference 

2.24 A reading of the second term of refe¬ 
rence gives the impression that the Commission 
is required to find the extent to which the Cen¬ 
tral Government loans and advances given to 
the Bharat Sevak Samaj are duly secured and 
the measures required for timely recovery. Here 
there is. a significant omission about grants. This 
might be because of the fact that no securities 
were or are generally obtained before releasing 
grants. The Commission, however, finds that the 
grants released to the Bharat Sevak Samaj were 
advance grants in a large number of cases. Ano¬ 
ther question that arises is whether other cate¬ 
gories of amounts which are due from the Bha¬ 
rat Sevak Samaj to the Central Government fell 
under this term, e.g., the Bharat Sevak Samaj 
owed the Government considerable amounts on 
account of rent of the buildings let out to the 
Bharat Sevak Samaj by the Central Government. 
As there is no difference between the two lia¬ 
bilities falling under the category of loans and 
advances due to the Government falling under 
other heads, the Commission has gone into the 
question of all dues from the Bharat Sevak Sa¬ 
maj to the Central Government. 


2.25 There is some ambiguity about the third 
term of reference. The first half of the third 
term of reference gives the impression that a 
statement of accounts in respect of the Central 
Government grants, loans and advances were 
separately maintained or could be maintained. 
The Commission has discussed this term at great 
length at another place but would emphasise 
here that the procedures prescribed required the 
maintenance of overall accounts for the entire 
organisation and the overall accounts had to be 
the consolidated accounts of all the activities of 
the Bharat Sevak Samaj. These overall accounts 
cannot be maintained only for a part of the 
activities of the Bharat Sevak Samaj, i.e., for 
the portion dealing with the Central assistance. 

2.26 As the question whether the overall ac¬ 
counts have been prepared or could be prepared 
and whether the same have been furnished and 
whether they conform to the procedures pres¬ 
cribed, could be determined only if the accounts 
of the entire organisation i.e., of the Central 
Bharat Sevak Samaj and its Units both at the 
Pradesh, District and Village levels were avail¬ 
able and contain and include the receipts of the 
Bharat Sevak Samaj from all sources and the 
same applies to the expenditure out of those 
receipts. 


Third Term of Reference 



CHAPTER 3 


INTERPRETATION OF RULE 149(3) OF THE GENERAL FINANCIAL RULES 


The relevance and importance of Rule 149(3) 
of the General Financial Rules has arisen in the 
following circumstances: 

3.2 The Public Accounts Committee in its 
54th Report to Parliament in the year 1957-58 
had suggested that with a view to ensuring 
greater co-ordination in regard to the grants 
made to the Bharat Sevak Samaj it would be 
‘'preferable to channelise all the grants to the 
Samaj through a single Ministry”. The Account¬ 
ant General, Central Revenues (A.G.C.R.) here¬ 
inafter termed “Accountant General” unless 
otherwise designated, pointed out in his Report 
of June 1963 for the year 1961-62 that the sug¬ 
gestion of the Public Accounts Committee had 
not been implemented. A copy of the Report 
was sent to the Bharat Sevak Samaj on June 6, 
1963 for its comments. In this Report the Ac¬ 
countant General complained that because of 
lack of consolidated accounts and non-compli¬ 
ance with R.149(3) of the G.F.R. he could not 
satisfy himself whether grants were properly 
given or not. 

In his report the Accountant General said': 

“The Public Accounts Committee in its 
54th Report (1957-58) had suggested that with 
a view to ensuring greater coordination it 
would be preferable to channelise all the 
grants to the Samaj through a single Ministry. 
The suggestion of the Public Accounts Com¬ 
mittee is yet to be implemented. 

Apart from the grants-in-aid and loans re¬ 
ceived from the Government of India, the Sa¬ 
maj also receives donations from public, fees 
from its members etc. No consolidated ac¬ 
counts (Income and Expenditure Account 
and Balance Sheet) exhibiting the overall 
financial position of the Samaj are being pre¬ 
pared with the result that it has not been pos¬ 
sible to ascertain the exact financial position 
of the Samaj and to ensure whether the finan¬ 
cial assistance received from the Government 
of India was necessary in the light of actual 
financial position.” 


3.3 On October 11, 1963 the Bharat Sevak 
Samaj sent its reply to the Inspection Report of 
the Accountant General and therein in regard to 
the consolidation of accounts it said as follows: — 

Para. 2: Consolidation of Accounts 2 

“So far the accounts of the Central Unit of 
Bharat Sevak Samaj have been maintained 
separately for each activity as the Government 
grants are sanctioned activity-wise. Audited 
statements of accounts are submitted for each 
activity to the ministries concerned. While 
this arrangement may continue it is also neces¬ 
sary to have a consolidated accounts (Income 
and Expenditure Accounts of the Balance 
Sheet) showing the overall financial position 
of the various activities of/under Central Unit 
of the Samaj.” 

3.4 This shows that while asserting that it 
had been submitting separate accounts to the 
various ministries in regard to each activity for 
which the grant was given it prayed for the 
continuance of the arrangement and accepted the 
interpretation that it was necessary to submit a 
consolidated account of income and expenditure 
showing an overall financial position of the va¬ 
rious activities by the Central unit of or under 
the various units of the Samaj. 

3.5 Dr. S. R. Sen on behalf of the Planning 

Commission sent its replies to the comments of 
the Accountant General on October 15, 1963 

in which inter alia he said as follows: — 

Para. 2: Consolidated Accounts 3 

“The accounting procedure in the Bharat 
Sevak Samaj has been strengthened by the 
appointment of two Chartered Accountants and 
one Senior Financial Adviser. The Planning 
Commission fully agrees with Audit that there 
should be a Consolidated Account showing 
the overall financial position (Statement of 
total Income & Expenditure and the Balance 
Sheet) for the Bharat Sevak Samaj for each 
year. The Samaj is being advised to maintain 
such records.” 


’Extract from Part I (Introductory) of the Inspection 
Report on the accounts of the Bharat Sevak Samaj 
for the year 1961-62. 


s Extract from the replies of the Bharat Sevak Samaj to 
the various points raised in the Review on the Grant- 
in-aid paid to the Bharat Sevak Samaj by the Planning 
Commission sent vide B.S.S. letter No. TR/Acctts/ 


Inspection/63 dated 11th October, 1963 addressed 
to the Planning Commission, 
p. 146—F. No. 8(8)/63-Vol. I. 

3 Extract from Annexure II of the D.O. letter No. 
8(8)/63-Pub. dated 15-10-63 from Dr. S.R. Sen, Ad - 
viser (PA) of the Planning Commission to Shri 
R.K. Khanna, A.G.C.R., New Delhi. 

p. 164-F. No. 8(8)/63-Vol. I. 
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3.6 Thus the Planning Commission agreed 
with the Accountant General as to the require¬ 
ment of consolidated accounts showing an over¬ 
all financial position of the Bharat Sevak Samaj 
for each year, and it advised the Samaj to 
“maintain” such accounts. The explanation fur¬ 
ther shows that the Bharat Sevak Samaj accoun¬ 
ting machinery was strengthened by the appoin- 
ment of two Chartered Accountants and a Senior 
Financial Adviser. It appears that the cost of 
this extra staff was to be met out of the grants. 
Therefore, the inference would be that for the 
purpose of enabling the Samaj to carry out its 
obligations under the Financial Rules the 
Government was paying for extra staff. Thus 
at that stage all parties, the Government and the 
Planning Commission, and the Samaj, accepted 
the interpretation of the Accountant General. On 
that basis the Planning Commission expended 
money to help the Samaj to carry out what was 
its obligation and the Samaj after agreeing with 
the interpretation received further grants. 

3.7 In the Central Government Audit Report 
of 1964 by the Comptroller and Auditor Gene¬ 
ral in paragraph 86 it was said 1 : 

Para 86 

“The Bharat Sevak Samaj (a body registered 
under the Societies Registration Act XXI of 
1860) was established on 12th August, 1952. 
The Samaj is financed by grants given by the 
Central Government, State Governments, dona¬ 
tions from the public, etc.; no consolidated 
accounts (income and expenditure accounts 
and balance-sheet) showing the overall finan¬ 
cial position (including the accounts of the 
branches in the States) are, however, prepared 
by the Samaj. It is not, therefore, possible to 
compare the grants given to the Samaj by 
Government with the amounts which the Samaj 
is raising by its own efforts, or as grants from 
other sources for the same purpose. 

The Planning Commission stated in October, 
1963 that the Samaj was being advised to main¬ 
tain consolidated accounts showing the overall 
financial position.” 

This Report pointed out that the Samaj was 
financed inter alia by grants given by Central 
Government and State Governments but no 
consolidated accounts showing its overall financial 
position had been prepared, and therefore it was 
not possible to compare the grants given by (the 
Central) Government to the Samaj with the 
amounts which the Samaj had raised through its 
own efforts or other grants. It also shows that 
the Planning Commission had advised the 
Samaj to maintain consolidated accounts. 

3.8 In March 1965 the Public Accounts Com¬ 
mittee in para 12 of its 34th Report to Parlia¬ 


ment expressed their strong disapproval of the 
fact that till October 1963 the Bharat Sevak 
Samaj had not been called upon to submit its 
consolidated accounts. At page 11 it obser¬ 
ved as follows: — 

“.The Committee need hardly emphasise 

that mere section-wise accounts neither meets 
the requirement of the rules nor depict “the 
overall financial position” of the organisation, 
which is a sine cua non for judging: 

(a) whether the organisation has utilised the 
grants for the purposes for which they were 
given; 

(b) whether grants to cover the same ex¬ 
penses have been raised from any other 
source; and 

(c) whether the performance and the methods 
of functioning of the organisation entitled 
it to such grants from the Government.” 

In other words before a grant can be paid to an 
institution the authority concerned should find 
out what its financial position is in order to en¬ 
sure that the grant-in-aid is justified by its finan¬ 
cial position and to ensure that the previous 
grants made were spent for the purposes for 
which they were given. The emphasis according 
to the Public Accounts Committee is that grants 
should be given to bodies and institutions which 
are financially sound and organisationally well- 
equipped to carry out the purposes of the grant 
and to spend them for the purposes for which 
they are given. 

3.9 It then proceeded to say in para 13 that in 
the absence of consolidated accounts it was not 
possible for the Committee to know the ratio of 
grant received by the Bharat Sevak Samaj from 
Central and State Governments and the collec¬ 
tion made by them from the public, that the 
accounts of the year 1962-63 show that receipts 
of the Samaj from sources other than Govern¬ 
ment were less than 1 lakh as against 26 lakhs 
received from Government. 

3.10 In para 14 at page 13, while agreeing 
with the Report of the Auditor General, the 
Committee said: — 

“The Committee are surprised that the 
Bharat Sevak Samaj itself has never considered 
it necessary to prepare and submit a consolida¬ 
ted account of their organisation in any year 
from 1962 till now. The Committee are also 
surprised that in spite of the clear stipulation 
in the G.F.R. 149(3) the concerned ministries 
have been giving grants to the B.S.S. year 
after year without realising that this essential 
requirement was not being complied with. 
Each Ministry has a Financial Adviser atta¬ 
ched to it. The Committee fail to understand 
how these Financial Advisers in all the con- 


(1964) Central Government Audit Report (Civil), para 86. 
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cerned Ministries could have over all these 
years failed to point out that the conditions 
laid down in Rule 149(3) were not being 
fulfilled. 

The Committee regret to note that the Com¬ 
mission has adopted a complacent attitude in 
respect of the contravention of the provisions 
of Rule 149(3) in spite of the magnitude of 
the grants given year after year. The Com¬ 
mittee cannot escape the conclusion that the 
Planning Commission has not exercised the 
financial controls that the rules prescribe and 
that whatever check has been exercised has 
been perfunctory and inadequate. 

The Committee, therefore, recommend that 
the Planning Commission should without any 
further delay insist on the submission of con¬ 
solidated and duly audited accounts of Bharat 
Sevak Samaj showing the overall financial posi¬ 
tion of the organisation for every year since 
it started receiving grants from the Govern¬ 
ment. The Committee further recommend that 
no further grants should be made till the pro¬ 
visions of Rule 149(3) are fully complied with. 
However, a time-limit of six months may be 
allowed to B.S.S. for the submission of consoli¬ 
dated accounts in respect of all the earlier 
years.” 


3.11 On May 17, 1965 the Bharat Sevak 
Samaj wrote to the Planning Commission say¬ 
ing that they would endeavour to prepare the 
accounts, that draft proforma would be prepared 
with the advice of the Accountant General after 
which the Samaj will send to the State units 
instructions to prepare their accounts in the pres¬ 
cribed form and submit them to the Central 
Officer for the preparation of the consolidated 
accounts. The Samaj further submitted that as 
all that would take a considerable amount, of 
time, the grants might in the meanwhile be con¬ 
tinued. The Commission may quote the follow¬ 
ing 1 from the letter of the Samaj. 


“Para 5 

It will be the effort of the Bharat Sevak 
Samaj to make every possible endeavour to 
comply with the recommendations of the 
Public Accounts Committee and prepare the 
consolidated statement of accounts. It is, how¬ 
ever, necessary that a proforma in which such 
consolidated statement of accounts are to be 
prepared should be indicated to the organisa¬ 
tion. A meeting of the Sub Committee of the 
Coordination Committee on Public Cooperation 
was held on 3-5-1965 to finalise this proforma. 


A draft proforma was discussed and, it was 
decided that the proforma will be finalised by 
a small Committee consisting of representatives 
of the Planning Commission, Finance Ministry, 
and the Accountant General Central Revenues. 
As soon as the final proforma is received by 
the Samaj, it will be sent to the State Units 
with instructions to prepare their accounts in 
the prescribed proforma and submit it to the 
Central Office for purpose of preparation of 
the consolidated statement of accounts of the 
body as a whole. 

Para 6 

It is, however, obvious that the preparation 
of the consolidated statement of accounts will 
involve considerable effort both at the central 
and the State level. It will take considerable 
time before such consolidated statement of 
accounts are ready. This aspect has been re¬ 
cognised by the Public Accounts Committee 
themselves since they themselves have recom¬ 
mended a time of 6 months. 


Para 7 

It is necessary that during this period, the 
various programmes undertaken by the Bharat 
Sevak Samaj should not suffer for want of 
such instalment of grant. The Planning Com¬ 
mission are, therefore, requested to release the 
first instalment of the grant of the various 
programmes mentioned in para 1 of this letter. 
The amount of grant-in-aid in each case should 
be equivalent to expenditure of first 5 months 
after taking into account the unspent balance 
in the grant for 64-65. Requests in respect 
of each individual scheme will be submitted 
to the Planning Commission separately.” 

3.12 On July 8, 1965 the Bharat Sevak Samaj 
wrote a letter assuring the Planning Commission 
that consolidated accounts would be submitted 
to Government within the prescribed period. 
Para 6 of that letter which is relevant, was as 
follows: — 

Para 6 2 

“The Bharat Sevak Samaj assures the Plan¬ 
ning Commission that the consolidated accounts 
will be submitted to the Government within 
the prescribed period after the receipt of the 
proforma. It is requested that orders releasing 
the first instalment of grant by the Planning 
Commission for Urban and Rural Lok Karya 
Kshetras and for the Training Centres in Meh- 
rauli-Delhi and Kerala Trivandrum may kindly 
be issued at an early date.” 


'Extract from letter No. nil dated 17-5-1965 from ^Extract from letter No. TR/BSS/65 dated 8-7-1965 from 
Bharat Sevak Samaj to the Planning Commission. Bharat Sevak Samaj to the Planning Commission. 


By its letter of July 31, 1965 1 the Planning 

Commission made Rs. 4 lakhs available to the 
Bharat Sevak Samaj for Lok Karya Kshetras 
(Rural) on the condition that the Samaj would 
furnish by the 10th November, 1965 consoli¬ 
dated statement of accounts of the organisation 
as a whole duly audited as recommended by the 
Public Accounts Committee. This was condi¬ 
tion No. 5(g) of the grant, which specifically 
mentions the submission of consolidated ac¬ 
counts. 

3.13 On August 9, 1965 Major Ramachandra 2 
for the Samaj acknowledged the receipt of the 
grant of Rs. 4 lakhs and said, “I am to say that 
the Bharat Sevak Samaj is thankful to the Plan¬ 
ning Commission for sanctioning the grants and 
accepts the conditions laid down in the sanction 
letter.” In pursuance of the acceptance the Samaj 
executed a bond wherein the conditions of the 
grant are referred to as having been accepted. 
It may be observed that this sum was only the 
first instalment for the first five months—April 
to August, 1965. 

3.14 Planning Commission continued paying 
the Bharat Sevak Samaj grants under this Head 
and make a total payment of Rs. 8,12,000 during 
the year 1965-66 without the submission of con¬ 
solidated accounts. 


3.15 The Public Accounts Committee again 
reverted to this matter and in its 9th Report to 
the Fourth Parliament it expressed its regret and: 
displeasure over the payment of the grant with¬ 
out fulfilment of the condition and about its 
giving time. It hoped that Rule 149(3) would 
be adhered to and grants would be stopped and 
accounts will be demanded from the Samaj. To 
quote from the Report 3 in paragraphs 2.4 and 
2.5 the Committee said as under: — 

“2.4. The Committee are constrained to 
note that even after a lapse of more than two 
years since the presentation of the 34th Report 
of the P.A.C. in April, 1965, the Bharat Sevak 
Samaj have not been able to submit their con¬ 
solidated accounts (inclusive of Construction 
Service), even though the time-limit for sub¬ 
mission of these accounts was extended by 
Government from time to time. The Com¬ 
mittee would like to know the action taken by 
Government on the consolidated accounts 
when received from Bharat Sevak Samaj. 

2.5. The Committee are not happy over the 
manner in which the Government have exten¬ 


ded the time-limit for submission of the conso¬ 
lidated accounts by Bharat Sevak Samaj. The 
Committee also regret to note that the grants 
for the year 1965-66 were releasedi to the 
Bharat Sevak Samaj without furnishing of the 
consolidated accounts. The Committee note 
that no further grant-in-aid was given to the 
Bharat Sevak Samaj in the year 1967-68 so 
far. They would also like to reiterate the 
observation contained in para 14 of their 34th 
Report regarding submission of the consoli¬ 
dated and duly audited accounts of the Bharat 
Sevak Samaj.” 

3.16 Mr. C. L. Kohli on behalf of the Bharat 
Sevak Samaj stated before the Commission that 
the B.S.S. had submitted consolidated accounts 
for three years from 1962-63 to 1964-65 (both 
years inclusive) for all-India activities excluding 
the Construction Service. For the Construction 
Service the Samaj had submitted accounts for the 
periods-ending 31st March 1965 and 31st March 
1966. Whether the accounts are complete or not 
is not necessary at this stage to decide. 


3.17 The Planning Commission in its letters 
dated 30th June, 1966* and 18th December, 
1S67 5 addressed to the Bharat Sevak Samaj poin¬ 
ted out the defects in the consolidated accounts 
of the Construction Service submitted by the 
Samaj. 

3.18 The matters and extracts set out above 
show that— 

(1) The Accountant General had pointed out 
the requirement of consolidated accounts under 
Rule 149(3) of G.F.R. 

(2) The Public Accounts Committee accepted 
the interpretation put by the Accountant General. 

(3) The Planning Commission also adopted the 
interpretation and insisted on getting the conso¬ 
lidated accounts. 

(4) The B.S.S. itself accepted that position. 

(i) It gave an undertaking to produce consoli¬ 
dated accounts and the accounting machi¬ 
nery was augmented to help the Samaj 
prepare the accounts and they were to be 
paid for out of the grants to the Samaj. 

(ii) On the basis of that undertaking it got 
released certain grants and expressed 
gratitude for getting the money and reite¬ 
rated its undertaking to produce the con- 


*No. 7(4)/65-Pub p. 27 C. 

‘Ibid p. 42. 

S P.A.C. 9th Report to 4th “Parliament paras 2.4 and 
2.5, P. 5 (of October 1967). 


*P. 28 File No. 24(4)/66-Pub. 
5 P. 33 File No. 24(5)A/67-Pub. 
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solidated accounts taking and combining 
the Central and State Units accounts. 

(iii) In pursuance thereof it got proformas pre¬ 
pared by the Accountant General for its 
social activities and for its Construction 
Service. 

(iv) It rendered consolidated accounts of its 
social activities for 3 years, i.e., 1962-63, 
1963-64 and 1964-65 and of its Construc- 

■ tion Service for the years ending 31-3-65 
and 31-3-66. 

(v) The Planning Commission pointed out the 
defects in the Construction Service ac¬ 
counts. 

Now that was the position of the Samaj then 
but the Samaj has now taken a contrary position. 
If in law its present position is correct it can 
take it up as there is no estoppel against law. 
The B.S.S. has before the Commission raised 
objections to the submission of the consolidated 
accounts. 

3.19 Mr. Sanghi, Counsel for the Samaj, has 
argued that the rules do not require any submis¬ 
sion of consolidated accounts and that what they 
had been submitting, i.e., accounts of each grant 
was sufficient and they had already received utili¬ 
sation certificates and they were not therefore 
bound to render any consolidated accounts. His 
position therefore is the exact opposite of what 
the Samaj itself had so far accepted and on the 
basis of which it had been paid grants. 

3.20 The Commission has had the advantage 
of a fairly lengthy and interesting argument by 
Mr. Sanghi, Counsel for the Bharat Sevak 
Samaj. In reply, Mr. N. N. K, Nair of the 
Finance Ministry madie his submissions to assist 
the Commission in the matter of interpretation 
of Rlue 149(3) of the G.F.Rs. 

3.21 Mr. Singhi’s preliminary submission is 


3.22 He referred to the Government of India’s 
decisions given between September 12, 1959 and 
March 20, 1962, which are printed at pages 
79—81 of the compilation of the General Finan¬ 
cial Rules 1963. He laid emphasis on decision 
(d) at page 80 which deals with the Code and 
Manual for the guidance of workers of volun¬ 
tary organisations and requires provision regard¬ 
ing the essential conditions of the grants and in 
No. (dXi) it is provided “in particular a provision 
should be made for the submission of audited 
statements of accounts duly certified by a Char¬ 
tered Accountant so as to assess the financial 
position of the grantee”. This, argued Counsel, 
is a direction for the making of the Code and 
the contents thereof but there was nothing to 
show that such a code was, as a matter of fact, 
brought into existence. Therefore, this provi¬ 
sion has really no relevance. But the importance 
of this decision lies in the emphasis on having 
audited accounts to see the financial position of 
the voluntary organisation. The real object of 
these rules, says Counsel, is contained in deci¬ 
sion No. (e) which emphasises that there should 
be no duplication of staff structures. The argu¬ 
ment was that Rule 148 is confined to adminis¬ 
trative grants which are reflected in the Govern¬ 
ment of India decisions given at pages 79—81 of 
the Compilation of Rules 1963. And these deci¬ 
sions are limited to grants-in-aid for adminis¬ 
trative expenditure and they also show that this 
chapter has no bearing on other expenditure. 

3.23 The Commission is unable to accept this 
argument although attractively presented. The 
language of Rule 148 itself shows that the Rules 
in the Section (i.e. Rules 148-153) are applicable 
to all authorities making and giving grants and 
that the language of Rule 148 is in no way 
restrictive. The decision given by the Govern¬ 
ment of India do not derogate from the prefatory 
character of Rule 148 nor from its plain meaning 
making the Rules (148—153) applicable to all 
grants whatever be their nature, recurring, non¬ 
recurring, discretionary, special or subventions. 


that the opinion of the Public Accounts Com¬ 
mittee as to the scope of Rule 149(3) is erroneous. 
At any rate it has no evidentiary value and is 
not a binding or even a pursuasive authority qua 
the Commission and is irrelevant for the pur¬ 
poses of present controversy. His second argu¬ 
ment was and he laid great emphasis on this that 
the grants given to the Samaj were for the pur¬ 
poses of carrying out the schemes which had 
been prepared by the Planning Commission or 
by the ministries for the purpose of executing 
the objectives of the various Five Year Plans, 
and the grants and loans were primarily meant 
for that purpose, and the accounts to be sub¬ 
mitted were only those which pertained to the 
particular “plan scheme” and the terms of 
reference of the Commission are confined to the 
grants-in-aid and loans given by the Central 
Government and do not cover any grants or 
loans given by the State Government 


3.24 Mr. Sanghi submits that Rule 149 draws 
a distinction between the stage of sanctioning 
of the pant and the stage of payment of the 
pant. The quality of the scheme has to be 
seen and then a pant is sanctioned. That is in 
sub-rule (1). And the duality of the pantee is 
to be seen at the time of payment that is under 
sub-rule (3). Further that this distinction itself 
is indicative of the Rule not being applicable to 
the accounts of the Bharat Sevak Samai as it was 
carrying out the scheme of the Planning Com¬ 
mission itself which he terms “Plan Scheme” of 
which neither the duality had to be examined bv 
the sanctioning authority nor the consolidated 
accounts at the time of payment and all that was 
reauired was to see as to how the moneys paid 
were expended and once the audited accounts of 
the grant expenditure were submined and appro¬ 
ved no other requirement became operative. 


5-1 D CD/ND/73 
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This argument so simply put shorn of the frills 
in which it was clothed by Counsel may be 
attractive but it has to be read in the context 
of the facts so far presented and in the light 
of the plain meaning of the language of the rule. 
It receives support from neither. 

3.25 It was then submitted that this sub-rule 
was only directory which is shown by the words 
“as far as possible”, that is, it cannot be made 
compulsorily applicable to all grants paid, at 
least not to All-India bodies or institutions 
because in the case of All-India bodies with 
branches all over India even in rural sections, 
it would be almost impossible to get those ac¬ 
counts consolidated and to submit them to the 
Ministry for each grant. His argument is that 
if the Rule is read as the Public Accounts Com¬ 
mittee would read it then for every grant, how¬ 
soever big or small, a consolidated account will 
have to be given, the scrutiny of which will take 
such a long time that the payment of the grant 
will become almost an impossibility. Be¬ 
ing directory, it had, submitted Counsel, to 
apply with reference to individual grantees, i.e., 
in case of some grantees it may be made appli¬ 
cable and in the case of others it may not be. 
And in the case of Bharat Sevak Samaj all that 
the Rule requires was that the financial position 
had to be seen vis a vis the Plan schemes for 
which the moneys were given and the conduct 
of the grantee was also to be examined vis a vis 
the plan schemes. Its other accounts were not 
relevant for the purposes of those plan schemes or 
grants therefor. 


3.26 The interpretation should, submits 
Counsel, be reasonable; it would be wholly un¬ 
reasonable in the instant case to require the 
Bharat Sevak Samaj before payment of money 
for carrying out the plan schemes voluminous 
accounts of all its activities because that will 
be self-defeating. If the Planning Commission 
was anxious to get its plans executed and had 
entrusted it to the Bharat Sevak Samaj then all 
it could require was to get an account of the 
manner of expending that particular grant, i.e., 
whether it had been expended for the purposes 
for which it was given or not. This argument 
if accepted would mean that any public body 
which carries on more than one activity would 
not fall within this Rule. The requirement of 
the audited accounts has two objectives, to ascer¬ 
tain the financial stability and managerial effi¬ 
ciency and is not related to the nature of activity 
for which a grant is paid. The argument of 
directory or discretionary would defeat both and 
be contrary to the plain words of the Rule. 

3.27 The contention was then raised that at 
no stage previous to the directions of the Public 
Accounts Committee was the Bharat Sevak 


the moneys had. already been paid and expended 
and audited accounts thereof submitted for which 
“utilisation certificates” had also been given by 
the relevant ministries. It would not only be un¬ 
reasonable but it is de hors the powers of 
Government now to turn round and ask for 
the production of consolidated accounts. At any 
rate it would be of no use at this stage because 
the grants paid were expended, accounted for and 
utilisation certificates granted. Thus the case of 
the Samaj is that it has submitted the requisite 
accounts, which were not only accepted by the 
Planning Commission or the ministries concer¬ 
ned but glso treated as being in accordance with 
the rules and utilisation certificates given there¬ 
on, and that this should be treated as a com¬ 
plete discharge of its obligations and the Govern¬ 
ment is estopped from asking for other accounts. 
Further they are not in accordance with the 
rules relating to grants-in-aid and the Samaj can¬ 
not now be called upon to submit a fresh set 
of accounts when a long time has elapsed since 
the moneys were given and expended and what 
was considered to be the requirement of accounts 
by the ministries had already been complied with 
to the satisfaction of the ministries. It was 
contended that it would not only be unfair to 
call upon the Samaj to produce consolidated ac¬ 
counts but beyond the power of the Government 
to ask for something which they did not think of 
until the P.A.C. put a new interpretation on 
Rule 149(3). 

Assuming that the factual position as to the 
submission of accounts and the practice followed 
by the Planning Commission and by the minis¬ 
tries is as Counsel for the Samaj has submitted, 
the question would still remain as to what was 
required under the rules and whether the rules 
have been complied with. It may be that there 
was a common mistake as to the interpretation 
of the rules at the stage of giving of various 
grants and the acceptance of the accounts of the 
various activities as being due compliance with 
the rules. If as a matter of fact the rules were 
not—a matter which the commission has now 
to determine—complied with then what is the 
consequence or sequiter. The implication and 
requirements of Financial Rules do not change 
because those working them have misunderstood 
them or have not insisted on strict compliance 
with them. 

3.28 The Rule being discretionary, the offi¬ 
cers, it was submitted, had the discretion to ask 
in a particular instance or not to ask for the 
production of consolidated accounts and there 
was nothing to show that the officers had deli¬ 
berately mis-applied the rules; on the other 
hand there was everything to show that they 
used their discretion properly and fairly as in¬ 
deed the Rule entitled them to do and therefore 
it cannot be said that the Rule had been mis- 


Samaj asked to submit consolidated accounts and applied in their case. The submission is the 

they could not now be insisted upon. Further same even if the Rule is directory. The argument 
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based on the discretionary or directory nature 
of the Rule is, in the opinion of the Commission, 
unsustainable on the language of the Rule. 
There is nothing to show that the authorities 
dealing with the grants ever exercised their dis¬ 
cretion or even tried to consider the true nature 
and import of the Rule. 


Further the officers of the various ministries who 
had the discretion vested in them under Rule 
149(3) of the G.F.R. having exercised their dis¬ 
cretion, which has not been shown to have been 
improperly or arbitrarily exercised, it is not 
now open to any reviewing athority to interfere 
with such discretion. 


3.29 Mr. Sanghi next referred to Rule 150 
which is as under: — 

“150. In cases in which conditions are 
attached to the utilisation of a grant in the 
form of specification of particular objects of 
expenditure or the time within which the 
money must be spent, oi otherwise, the depart¬ 
mental officer on whose signature or counter- 
signature the grant-in-aid bill is drawn shall be 
primarily responsible for certifying to the 
Audit Officer and/or the Accounts Officer, as 
the case may be, where necessary, the fulfil¬ 
ment of the conditions attaching to the grant, 
unless there is any special rule or order to the 
contrary.” 

3.30 This Rule was sought to be pressed into 
service by Counsel to support his argument of 
having oomplied with the rules. The officer who 
signed or counter-signed the grants-in-aid bills 
must have been satisfied with the accounts as 
fulfilling the conditions of the grant and there¬ 
after he must have certified to the Audit Officer. 

3.31 This Rule requires that if any condi¬ 
tions are attached to the utilisation of grant for 
specified object of expenditure or within a speci¬ 
fied time the officers signing or counter-signing 
the grants-in-aid bills are responsible qua the 
Audit Officer that the conditions have been ful¬ 
filled unless there is a Rule to the contrary. But 
the Rule has reference to special conditions 
attached to utilisation and to the time factor 
and is not helpful in interpreting Rule 149(3) 
because the latter operates after the expending 
of the moneys and not at the penultimate stage 
of payment. 


3.33 In reply Mr. N. N. K. Nair, Deputy 
Secretary in the Ministry of Finance (Depart¬ 
ment of Expenditure) submitted that Chapter 11, 
which contains Rule 149, deals with grants etc. 
and the four Rules relevant for the determination 
of the question are Rules 148 to 151. Rule 148 
is a kind of a preamble which gives the area of 
the applicability of the rules in that chapter, i.e., 
a kind of general approach to problems of grants- 
in-aid and requirements connected therewith. 
The Rule, he submitted, is a brief one, but it 
deals not only with grant-in-aid for administrative 
expenditure but covers all grants made to public 
bodies, institutions and has to be observed in 
the sanctioning of grants-in-aid including scholar¬ 
ship to educational and other institutions, local 
bodies and co-operative societies. There are no 
limiting words which circumscribe the applicabi¬ 
lity of the Rule merely to administrative expen¬ 
diture. No doubt the decisions of the Govern¬ 
ment of India given at pages 79 to 81, i.e., 2(a) 
to 2(f) of Rule 148 in the General Financial Rules 
1963 deal with administrative expenditure,^ but 
the decision should be confined to the facts or 
matters on which decision of the Ministry was 
sought under Rule 2(A) of the General Finan¬ 
cial Rules. These decisions are either clarifica- 
tory or they are by way of addenda; or both. 

3.34 He then submitted that Rule 149 deals 
both with sanctioning of grants and payments of 
grants and the procedure prescribed therefor. 
Rule 149(1) requires a clear specification of the 
object for which the grant is given and the condi¬ 
tions, if any, attached thereto, and for an order 
for payment of the grant as distinguished from 
an order approving a proposal for a grant. 


3.32 Counsel then referred to the grant for 
1964-65 for the Lok Karya Kshetra (Rural) made 
on July 13, 1964 in which there was no men¬ 
tion of Rule 149(3). From all this a four-fold 
argument was raised (1) that the requirement of 
asking for a consolidated account does not 
follow from the wording of Rule 149(3); (2) if it 
is necessary the requirement is discretionary 
depending upon the position of the grantee and 
the object for which it is given; (3) even if it is 
necessary in this particular case if the Bharat 
Sevak Samaj has submitted its accounts for the 
various plan schemes it has carried out the 
requirements of the Rule as applied by officers 
to its activities and (4) the officers not having 
asked for the consolidated accounts when making 
payments of the various grants, no question arises 
now for consolidated accounts being submitted. 


3.35 Dealing with sub-rule (3) of Rule 149, 
Mr. Nair said that what had to be seen was the 
overall accounts of the organisation to find out 
its financial position and therefore all accounts, 
i.e., a kind of balance sheet with profit and loss 
accounts had to be seen. He emphasised the 
words “before a grant is paid to any public 
body or institution” and “the sanctioning autho¬ 
rity insist on obtaining an audited statement of 
accounts of the body or institution concerned” 
which according to him mean a complete account 
of its financial position. The Rule, he submitted, 
was not rigid and was capable of flexibility but 
there was nothing in the language of sub-rule (3) 
which limits the accounts to the accounts of any 
particular grant made. What is required is ac¬ 
counts of the body which mean accounts of over¬ 
all financial position of the grantee. Accounts 
of the body must necessarily mean account of the 
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whole organisation and not of a part of it or of 
one or more of its activities. 

3.36 The Department of Community Develop¬ 
ment has adopted the argument put forward by 
Mr. Nair on behalf of the Finance Ministry. 

3.37 Mr. Sanghi, in reply to the arguments 
raised by the Department, raised a further argu¬ 
ment. He referred to Rule 153 and submitted 
that that Rule shows that the argument in regard 
to Rule 148 being a kind of preamble is not 
correct because that Rule is also in Chapter 11 
and deals with a set of different matters. Rule 
153 is as under: — 

“153. Other Grants.—Grants, subven¬ 

tions etc. including grants to States other than 
those dealt with in the foregoing rules, shall 
be made under special orders of Government.” 

3.38 The language of this Rule itself shows 
that it deals with those matters which are outside 
the scope of the Rule preceding it; in other 
words, matters which are covered by Rules 148 
to 152 are not matters with which Rule 153 
deals. But these are grants like subventions and 
grants to States which are given under special 
orders of Government. It would, in their case, 
not only be inconvenient to ask for consolidated 
accounts, it may even be impolitic to do so. And 
the two purposes mentioned in Rule 149(3) 
would be absolutely unnecessary. Surely States 
would not be asked to submit their financial posi¬ 
tion and how they have previously used subven¬ 
tions or whether they have managerial experience 
or not. Rule 153 is a Special Rule which can¬ 
not be an aid to interpretation of the previous 
rules. On the other hand it is an exclusive Rule 
meant for special purposes and if anything it 
emphasises, the different ambit of the rules which 
precede it. 

3.39 Mr. Sanghi then submitted that the 
use of the words “account of the body or insti¬ 
tution concerned” in Rule 149(3) must relate 
back to the public bodies and institutions etc. 
which is the heading of Rule 148. If that is 
so it only emphasises that the heading of Rule 
148 and the language of Rule 148 is a kind 
of preamble to all the rules that are contained in 
this chapter. 

3.40 But Mr. Sanghi’s argument is that 
although the words are “public bodies and ins¬ 
titutions etc.” in the heading the words used in 
Rule 148 are “grants-in-aid including scholar¬ 
ship to educational and other institutions, local 
bodies and cooperative societies.” In other 
words, the only bodies or institutions which are 
covered by the heading are educational and 
other institutions, local bodies and cooperative 
societies. It may be that the language used is 
not elegant and the Rule is not as clearly worded 
as it might have been. It lacks punctuation also. 


But reading the heading along with the language 
of Rule 148 it cannot be said that this chapter 
only deals with educational and other institutions 
which have to be read ejusdem generis with edu¬ 
cational; because if that was so then the only 
institutions covered by this whole chapter will be 
educational institutions, other institutions which 
have similar objects e.g. universities or libraries, 
and also local bodies and cooperative societies 
and if one may cite a glaring example of exclu¬ 
sion, institutions giving medical aid or doing other 
kind of social and charitable work like aid to 
the poor or religious institutions would be exclu¬ 
ded; which perhaps would make the area of the 
whole chapter very narrow if not absurd. 

3.41 One should not forget that the chapter 
begins “Grants-in-aid etc. and Loans” that is, 
it covers matters relating to grants-in-aid given 
to institutions and also loans advanced pre¬ 
sumably to institutions. 

3.42 The argument of Counsel is three-fold: 
(1) That these rules are for institutions needing 
grants-in-aid and cannot apply to an institution 
or body which was to carry out the “Plan sche¬ 
mes”, meaning that they apply to institutions 
which carry out their own activities and not 
activities which the Government asks them to 
undertake, like the Planning Commission did in 
asking the Bharat Sevak Samaj to carry out its 
schemes formulated and started by itself. 


(3) That the Bharat Sevak Samaj was carry¬ 
ing out the schemes of the Planning 
Commission as a kind of an agent, i.e., it 
was through the instrumentality of the 
Bharat Sevak Samaj that the Planning 
Commission was working its own sche¬ 
mes and for that purpose was making 
special and specific grants and no ques¬ 
tion of an overall or consolidated account 
could arise in such a case. 

3.43 Counsel urges that all the rules in this 
part have to be read together and taking any 
one particular Rule out of its context might 
not give a true picture of its meaning. Even 
if they were so read, the language used in Rule 
149(3) shows that it is a general rule which is 
applicable to all public bodies or institutions to 
whom grants are given whether for specific pur¬ 
poses of the grant or for carrying out their own 
multifarious activities. The rules do not make 
any. distinction on this score. 

3.44 Assuming, though not accepting that the 
moneys were given for “plan schemes” which 


(2) The object of the Rule is that accounts 
had to be asked from institutions which 
had previously used the grants given to 
them for the purpose of their own activi¬ 
ties in order to see that the grants were 
as a matter of fact used for those purpo¬ 
ses. 
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had been prepared in the Planning Commission 
to suoserve toe objectives of toe Plans and the 
Bharat Sevak Samaj was specially employed for 
the purposes of their execution, the language of 
Rule 149(3) shows that it would still be appli¬ 
cable. This Rule states that before a grant can 
be paid to a public body or an institution, the 
authority must insist as tar as possible—that is, 
insistence will not be applicable to cases of 
impossibility—in obtaining an audited statement 
ot account of the body tor two purposes (1) to 
see that its financial position is sound so that 
the grant can be given; and (2) to ensure that 
whatever had already been given to it had been 
spent for the purposes. One cannot lose sight 
of the fact that grants are given out of public 
revenues and it is toe duty ot the officers making 
the grants to see that they are given to such 
bodies and institutions as (i) are capable of 
carrying out the purpose for which the grants 
given, (ii) their financial position is sound, and 
(iii) the grants already made have been used 
for the purpose for which they were given and 
were not misused; because one must assume that 
the Government authorities are required to give 
the moneys to respectable bodies which are pro¬ 
perly managed and which cannot be accused 
of misusing public funds whether given by a 
Government or collected through public philan¬ 
thropy. 

3.45 Distinction was sought to be made bet¬ 
ween the words “grant” and “grant-in-aid”. In 
the Rule both the words are used. The Rule 
requires that before a grant is made the 
authority should insist on getting an audited 
statement of the grantee for two purposes in order 
to see that the grant-in-aid is justified by its 
financial position and the uses it has made of 
the previous grant. The grant-in-aid here cannot 
mean something which is given for the aid of 
institution itself; it only means moneys given to 
the help a body in carrying out its activities and 
it makes no distinction whether the grantee is 
carrying out some activities of its own for which 
grants are made to help it or the grantee performs 
functions and executes plans which the Govern¬ 
ment or in this case the Planning Commission 
itself had formulated and wanted that particular 
grantee to carry out. 

3.46 It will be helpful if the rules relating to 
construction of statutes and documents are 
referred to at this stage. 

3.47 Mr. Nair for the Ministry of Finance 
addressed the Commission on Rule 153 because 
this was a new matter introduced by Counsel 
for the Bharat Sevak Samaj. This Rule has the 
heading “Other Grants”. 


3.48 The heading prefixed to a section or set 
of sections in modern statutes are regarded as 
preambles to those sections. 1 Thus, they consti¬ 
tute a sort of preamble prefixed to class of 
clauses for the purpose ot connecting those 
clauses with other clauses of clauses. They have 
been introduced really for classifying the enact¬ 
ments and in one case it was even said that they 
were introduced into the Act not merely for the 
purpose of classifying but they constitute an 
important part of toe Act itself, and may be read 
not only as explaining the sections but as affording 
a better key to the construction of the sections 
which follow them. 2 But it must be observed 
that headings do not affect construction of sta¬ 
tutes where the language of the sections is 
clear. 

3.49 The same rule applies to sub-headings 
which are at the beginning of each section, and 
this is a kind of preamble to the enactments 
which they precede limiting or explaining their 
operation (page 210 of Craies on Statute Law, 
6th Edition.). 

3.50 Thus we have this rule of construction 
that headings at the beginning of a chapter or 
at the beginning of a set of sections are a kind 
of a preamble which can be used for the pur¬ 
poses of interpretation of the sections and the 
sub-headings are also a kind of preamble but 
they apply to the particular section which they 
precede. One has to substitute the word “Rule” 
for the word “Section” and the rule of interpreta¬ 
tion would become equally applicable thereto. 

3.51 Mr. Nair while trying to interpret Rule 
153 submitted that this Rule applies where 
there are special orders of Government to which 
interpretation Mr. Sanghi has demurred. The 
Rule states that grants and subventions etc. shall 
be made under special orders of Government 
but Mr. Nair would like this to be read that 
where there are special orders of Government 
in that case Rule 153 will apply. That, in the 
opinion of the Commission, is not a correct con¬ 
struction of the Rule. All that Rule 153 means 
is that grants other than those which are men¬ 
tioned in Rules 148 to 152 fall within Rule 153 
and where such grants, subventions etc. other 
than those dealt with in the previous rules have 
to be made, it has to be done by special order 
of Government; but that by itself does not 
conclude the matter. 

3.52 In order to understand the area of the 
applicability of rule 149(3) of the General Fin¬ 
ancial Rules, 1963, it is necessary to examine 
the Scheme of the Rules and to give a short 
analysis and resume of the General Financial 


I See Maxwell’s Interpretation of Statutes, 11th Edition, at p. 48 and Craies on Statute Law, 6th Edition, at p. 207. 
1 Eastern Counties, etc. Ry. v. Marriage (1861) 9 H.L.C. 32, 41. 
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Rules, and interpret the language used in the 
Rules which are contained in the compilation 
termed the General Financial Rules. 

3.53 As the General Financial Rules, 1955 
Vol. I show, the rules were executive orders of 
the Governor General giving the financial powers 
of various authorities subordinate to the Central 
Government and the procedure to be followed 
by them in securing and spending funds neces¬ 
sary for the discharge of the functions entrusted 
to them. According to the Preface of the revised 
Rules of 1963, these Rules, which were com¬ 
piled as General Financial Rules in 1947, were 
to serve as a kind of instructions of a general 
financial nature which were to be observed by 
all Departments and authorities under Govern¬ 
ment, and evidently they were made in consulta¬ 
tion with the Comptroller and Auditor General 
of India and of other Departments primarily 
concerned with specific portions. 

3.54 The Rule are divided into two parts, 1 

6 II. The former is divided into several Chap¬ 
ters, and there are a number of appendices 
and list of forms in Part II of the Rules. The 
division of the Rules into Chapters and the 
Headings of the various Chapters shows that the 
Rules contained therein are to be observed for 
the better subserving of financial control and 
for preventing expenditure without proper autho¬ 
rity and without proper checks which is neces¬ 
sary in any well governed States. 

3.55 Chapter 1 is introductory. Chapter 2 
deals with general system of financial manage¬ 
ment and control. Chapter 3 is Revenue and 
Receipts, Chapter 4 deals with powers of sanc¬ 
tion, Chapter 5 with budget, grants and appro¬ 
priation, Chapter 6 with establishment, Chapter 

7 with contingent and miscellaneous expendi¬ 
ture, Chapter 8 with stores. Chapter 9 with 
works. Chapter 10 with miscellaneous expendi¬ 
ture, and Chapter 11 with which the Commission 
is concerned relates to grants-in-aid etc. and to 
loans. This Chapter is divided into two Sec¬ 
tions, the first is Grant-in-aid etc. and the 
second loans. The first Section of this Chapter 
contains 6 Rules: Rules 148-151 deal with grants 
to public bodies, institutions, etc., 152 relates to 
discretionary grants, and 153 to other grants. 
Similarly, the second Section relating to loans 
deals with general rules, rules relating to defaults 
of payments, irrecoverable loans, accounts and 
control, annual returns, and annexures. 

3.56 Reference may be made to the table of 
contents (pp. iii to x of the Compilation). It 
shows that the Rules are divided into two Parts. 
Each part is divided into chapters and there are 
15 chapters. Each Chapter is divided into Sec¬ 
tions which are marked in capital Roman 
numerals. 


3.57 In the first Chapter reference need only 
be made to Rule 2-A which deals with removal 
of doubts and giving powers to the Finance 
Ministry to interpret the Rules which are to be 
binding on the authorities mentioned in the 
Rules. Rule 2-A is as under : 

“2-A. Removal of doubts .—Where a doubt 
arises as to the interpretation of any of the 
provisions of these rules, the matter shall be 
referred to the Finance Ministry for decision.” 

3.58 The next Chapter that is relevant is 
Chapter 11 which deals with grants-in-aid etc. 
and loans, and the first Section of the Chapter 
relates to grants-in-aid etc. The first Rule in this 
Section is 148 and it specifically states that rules 
in the Section i.e. in Section 1 of Chapter 11 
are mandatory and have to be observed by all 
authorities competent to sanction grants-in-aid 
which term includes scholarships. Whether the 
observance of the rules is enjoined on local 
bodies and cooperative societies or the rule 
applies to grants-in-aid made to local bodies and 
cooperative societies is for the purpose of this 
discussion irrelevant. All that the Commission 
is concerned with at this stage is that rule 148 
requires that all authorities competent to sanction 
grants-in-aid shall observe the rules contained in 
Section 1 of Chapter 11 of Part I. The Note 
below rule 148 shows that the powers of the 
Central Government to sanction grants-in-aid 
are contained in rule 12 of the Delegation of 
Financial Powers Rules of 1958, which Rule 
specifically states that the Departments of 
Central Government and Administrators have 
full powers to sanction grants-in-aid including 
scholarships and to sanction loans, so that it 
makes it clear that grants-in-aid have been given 
an extended definition because ordinarily grants- 
in-aid may not include scholarships, but for 
the purpose of these Rules scholarships are 
included therein and in the rule itself grants-in- 
aid are shown as including scholarships. Then 
follow the words “to educational institutions and 
other institutions” whatever that may be. But 
ordinarily scholarships are not given to educa¬ 
tional or other institutions but to scholars. It 
appears that there is a Comma missing after the 
words “including scholarships”. If it were there 
the meaning would have been clear. 

3.59 Rule 148 when quoted is as follows: 

“148. Grants to Public Bodies, Instituions. 
etc. The rules in this section shall be observed 
by all authorities competent to sanction grants- 
in-aid, including scholarships to educational 
and other institutions, local bodies and co¬ 
operative societies. 

NOTE: The powers of Departments of the Central 
Government and Administrators to sanction grants- 
in-aid are contained in Rule 12 of the Delegation of 
Financial Powers Rules, 1958.” 
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3.60 The first two sub-Rules of Rule 149 are 
as follows: 

“149. (1) (a) Unless in any case Government 
directs otherwise, every order sanctioning a 
grant shall indicate whether it is recurring or 
non-recurring in nature and specify clearly the 
object for which it is given and the conditions, 
if any, attached to the grant. In the case of 
non-recurring grants for specified objects, the 
order shall also specify the time-limit within 
which the grant or each instalment of it is to 
be spent. 

(b) An order for the payment of a grant- 
in-aid should be so worded that there is a 
specific direction for the payment of a speci¬ 
fied sum and should be distinguishable from 
orders approving a proposal for a grant-in- 
aid. 

(2) Only so much of the grant shall be paid 
during any financial year as is likely to be 
expended during that year. In the case of 
grants for specified works or services such as 
buildings, water-supply schemes and the like, 
the sanctioning authority shall use its discretion 
in authorising payments according to the needs 
of the work. The authority signing or coun¬ 
ter-signing a bill for grant-in-aid under Rule 
406 of the Treasury Rules shall see that 
money is not drawn in advance of require¬ 
ments. A rush for payment of these grants in 
the month of March should be avoided.” 

3.61 Rule 149 is divided into three sub-rules. 
Sub-rule 1(a) requires that every order sanction¬ 
ing a grant shall indicate whether it is recurring 
or non-recurring in nature and it should specify 
clearly the object for which it is given and the 
conditions, if any attached thereto. In the case 
of non-recurring grants order should specify the 
time limit within which the grant or each ins¬ 
talment thereof is to be spent, and the order 
should be worded as to distinguish between an 
order for payment of a specified sum and an 
order approving a proposal for grant-in-aid. 
Then there are the decisions of the Government 
of India under Rule 2-A which are explanatory 
or addenda or both. They show the object and 
operative field of the Rule. 

3.62 The first Government decision shows 
that grants are to be made available as far as 
possible on the basis of specific schemes drawn 
up in sufficient detail and duly approved by 
Government. It shows that before a grant can 
be sanctioned and is available for payment 
there has to be a specific detailed sheme which 
has to be duly approved by Government. 

3.63 The second decision of the Government 
of India is even more relevant because it states 
that before grants are sanctioned in favour of 
private institutinos "it should be examined that 


the institution has the experience and managerial 
ability to carry out the purposes assigned to 
them and a machinery is devised to keep an 
effective and constant touch to see that the money 
is utilised fruitfully and applied to the purposes 
intended.” This emphasises that the grantee 
must have sufficient experience and ability to 
carry out the scheme for which the grant has 
been made. And the fruitful application of the 
monies is to be watched. Therefore, the grant 
is not made to each and sundry institution but 
one which has experience and is administratively 
sound with managerial ability. 

3.64 Thus, the first sub-rule itself shows 
that when a grant is to be sanctioned the Govern¬ 
ment should be satisfied as to the utility of the 
scheme for which the grant is made and that 
when put into operation the grantee will be 
able to carry it out. Thus sub-rule (1) comes 
into operation at the time of sanction when the 
nature of the scheme and its usefulness have to 
be examined and the grantee’s experience and 
managerial ability is to be examined. 

3.65 Sub-rule (2) requires that only that por¬ 
tion of the grant is to be paid which is likely to 
be expended during the year in which it is paid, 
in other words, even if the grant is of a large 
sum and is not likely to be expended during the 
year of the grant then whole of it is not to be 
released, and the authority signing the bill for 
grant-in-aid is required to see that money is not 
drawn in advance of requirement which is an¬ 
other salutory provisions to prevent payments 
lying with the grantee when he cannot use them. 

3.66 Then comes sub-rule (3): 

“(3) Before a grant is paid to any public 
body or institution, the sanctioning authority 
shall as far as possible insist on obtaining an 
audited statement of the account of the body, 
or institution concerned in order to see that 
the grant-in-aid is justified by the financial 
position of the grantee and to ensure that 
any previous grant was spent for the purpose 
for which it was intended. In the case of 
small institutions which cannot afford to pay 
the charges for audit, the sanctioning authority 
may exercise its discretion of exempting any 
such institution from the submission of 
accounts audited in this fashion.” 

3.67 This is the most controversial rule and 
Bharat Sevak Samaj has tried to put an inter¬ 
pretation on it which is different from that which 
is submitted by Mr. N. N. K. Nair appearing 
for the Ministry of Finance and which was 
adopted by the Public Accounts Committee in 
its 34th Report to Parliament and which the 
Samaj at one stage had accepted and even par¬ 
tially complied with and had thereafter, recei¬ 
ved grants. 
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3.68 This sub-rule on strict interpretation of 
words seems to come into operation at the time 
of payment of the grant, at which stage the 
“sanctioning authority” is mandated to insist on 
obtaining an audited statement of the account of 
the body or the institution concerned. Now, 
account of the body must necessarily refer to the 
grantee as a whole and audited account of the 
body cannot mean audited account of a portion 
of the body orits branches as separate enti¬ 
ties or one or more of its activities. Interpreting 
the plain words, it means an overall account of 
the grantee which means a complete account of 
all the activities and the branches of the grantee 
in the from of the income and expenditure 
accounts, the profit and loss accounts and the 
balance sheet showing the assets and liabilities 
and other requirements of law. 

3.69 The object of getting a complete picture 
of the grantee’s financial position by getting an 
audited statement of account of the body is to 
see that the financial position of the grantee is 
such that the grant is justified and also to 
ensure that any previous grant made to it has 
been properly expended. In other words, the 
Government authority sanctioning the grant be¬ 
fore paying it over has to satisfy itself that 
the grantee is financially sound and managerial- 
ly well-equipped and its previous record of uti¬ 
lisation of grant was proper. It is no use giving 
large sums of money to a public body which 
mismanages its affairs, or has misspent a grant 
previously made to it or is financially so un¬ 
sound that any grant given to it is likely to be 
misused or mis-applied, if not misappropriated. 
There is a further reason for the requirement 
of a complete over-all audited statement of the 
account of the body and that is whether money 
is at all needed by that body. One must pre¬ 
sume that the sanctioning authority will be vigi¬ 
lant enough to see that the grantee is a deserv¬ 
ing public institution from all points of view. 

3.70 That Rule 149(3) requires an overall 
account of all the activities of the grantee is 
further supported by some decisions of the Gov¬ 
ernment given under this at p.82. These deci¬ 
sions as said above are clarificatory or by way 
of addenda or both. 

Decision No. l(ii) is as under:— 

“(ii) The authority sanctioning a grant, while 
communicating the sanction to the Audit 
Officer and/or the Accounts Officers, as 
the case may be, should state whether the 
audited statement of accounts has been 
received when required, or whether the 
grantee has been exempted from submit¬ 
ting the statement. 

Note: This rule applies both to non-official insti¬ 
tutions and to semi-official ones, such as Public Clubs, etc.” 

3.71 This decision emphasises that the au¬ 
thority sanctioning a grant, when it communicates 


the sanction to the Audit Officer, should state 
whether the audited statement of the account 
has been received from the grantee or the grantee 
has been exempted. Now this clarifies the posi¬ 
tion in regard to the requirement of audited ac¬ 
counts of the body which are not only to be 
insisted upon by the sanctioning authority but 
have also to be certified to the Audit Officer 
that the audited statements of accounts have 
been received or the grantee has been exempted. 

3.72 The decision No. 2(i) again has refe¬ 
rence to accounts of the institution receiving the 
grant and it states that where the grant is of 
5 lakhs non-recurring or 1 lakh recurring, it is 
open to test check by the Comptroller and Audi¬ 
tor General at his discretion which he may ex¬ 
ercise even in the case of those getting smaller 
sums. There can be no test check if the audited 
overall accounts of the body are not there. 

3.73 Decision No. 3 enjoins on the authority 
sanctioning the grant to make arrangements for 
the test audit to be done. 

3.74 Now these decisions would be inopera¬ 
tive if the audited statement of accounts of the 
body i.e. overall accounts were not a requisite 
condition of the payment of the grant. 

3.75 A comparison of Rule 149(3) with its 
predecessor Rule 207(3) of 1955 is helpful in 
determining its mandatory character and its 
meaning and purport. 

3.76 Rule 207(3) the predecessor of the pre¬ 
sent Rule 149(3) was as under:— 

“207(3) Before a grant is paid to any pub¬ 
lic body or institution, the sanctioning autho¬ 
rity should as far as possible insist on obtain¬ 
ing an audited statement of the account of 
the body, or institution concerned in order to 
see that the grant-in-aid is justified by the fin¬ 
ancial position of the grantee and to ensure 
that any previous grant was spent for the pur¬ 
pose for which it was intended. It is not essen¬ 
tial for this purpose, however, that the accounts 
should be audited in every case by the Indian 
Audit Department and it will be sufficient 
therefore if the accounts are certified as cor¬ 
rect by a registered accountant or other re¬ 
cognised body of auditors. In the case of 
small institutions, which cannot afford to ob¬ 
tain the services of a registered accountant 
or other registered body of auditors, the sanc¬ 
tioning authority may exercise its discretion of 
exempting any such institution from the sub¬ 
mission of accounts audited in this fashion. 

The authority sanctioning a grant, while 
communicating the sanction to the Accountant- 
General, should state whether the audited 
statement of accounts has been received when 
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required, or whether the grantee has been 
exempted from submitting the statement. 

Notb:—T his order applies both to nonofficial in¬ 
stitutions and to 'semi-official ones, such as Pubic 
Clubt, etc.” 


3.77 In this Rule also the language used is 

almost the same as that of Rule 149(3) except 
that the word “shall” has been substituted for 
the word “should”. It requires that before a 
grant is paid, the sanctioning authority "should” 
insist on obtaining an audited statement of the 
accounts of the body or the institution con¬ 
cerned. And in the second paragraph of that 

sub-rule the sanctioning authority is required 
while communicating the sanction to the Ac¬ 
countant General to state whether the audited 
statement of accounts have been received “when 
required” so that a duty is imposed on the sanc¬ 
tioning authority before any particular grant is 
paid over to the grantee to insist on obtaining 
an audited statement of the account of the body 
and certify to the Accoutant General that such 
account has been received. 

3.78 The language used in Rule 207(3) is not 
very different from that used in the correspond¬ 
ing rule of 1963 Rule 149(3). But there is a 
significant change made in the latter by the sub¬ 
stitution of the word ‘should’ by the word ‘shall’. 
Whereas Rule 207(3) says that “the sanctioning 
authority should as far as possible insist”. Rule 
149(3) contains the words “the sanctioning autho¬ 
rity shall as far as possible insist”. This indeed 
is an important change because where the words 
“should insist” may or may not have an ele¬ 
ment of mandatory in it, the words “shall in¬ 
sist” make it mandatory and the collocation of 
words in Rule 149(3) is such that it rules out 
any doubt in regard to the mandatory character 
of the requirement. 

3.79 There then remains the consideration of 
the words “as far as possible” before the words 
“insist on obtaining”. In the context these words 
do not reduce the mandatory nature to a direc¬ 
tory nature nor are they indicative of being 
directory or discretionary or of any discretion 
vested in the sanctioning authority but have refe¬ 
rence to the circumstances in which the grant 
is to be paid. The words do not mean that the 
sanctioning authority may in the case of one 
grantee require the submission of the statement 
of accounts and not in the case of another. What 
the words do mean is that the statement of ac¬ 
counts is a mandatory requirement to be in¬ 
sisted upon wherever possible but there may be 
cases where they are not possible e.g. in the 
case of a new grantee which is just starting its 
activities e.g. a school which is to be started, or 
a hospital which is in an embryonic stage or the 
records of a grantee are irretrievably lost as a 
consequence of act of God or enemy action. 
There can conceivably be several other examples. 

«—1 D CD/ND/73 


3.80 At any rate these words do not intro¬ 
duce an element of discretion of the officers nor 
are they merely directory. The collocation of the 
words “shall insist” even though followed by 
“as far as possible” is not destructive of but is 
indicative of mandatory quality. 

3.81 Rule 150 which has already been quoted 
requires that if any condition is attached to the 
utilisation of a grant for any specific object or 
it is to be spent within a specified time, the 
officer on whose signature the grant-in-aid bill 
is drawn is responsible for certifying that the 
conditions attached to the grant have been ful¬ 
filled. 

3.82 Now this rule comes into operation after 
the grant has been sanctioned, paid and expend¬ 
ed. It is at that stage that a utilisation certifi¬ 
cate is to be given by the officer on whose sig¬ 
nature or counter-signature the grant-in-aid bill 
was drawn. The decision of the Government of 
India No. 1 under Rule 150 shows that before 
the utilisation certificate can be recorded, the 
certifying officer has to satisfy himself that the 
conditions on which the grant was sanctioned, 
have been fulfilled. 

3.83 All this emphasies that the giving of 
the utilisation certificate is a stage subsequent to 
the expending of the grant and is not a substi¬ 
tute for the requirements of Rule 149. On the 
other hand it shows the distinction between the 
requirement re: the stage of audited accounts 
of the body and the utilisation of any grant by 
that body. 

3.84 The point which this rule and the deci¬ 
sions of the Government of India bring out is 
this that whereas sub-rules 1, 2 and 3 of Rule 
149 apply at a stage of giving the sanction, of 
seeing that only so much is paid as can be 
utilised during the period specified and before it 
is paid the submission of an audited account 
of the grantee is not only to be insisted upon 
by the sanctioning authority in order to see the 
suitability of the grantee and previous utilisa¬ 
tion of grants by it but a certificate is to be 
furnished to the audit officer that such state¬ 
ment of accounts has been received. Rule 150 
comes into operation after the grant has been 
paid, expended and utilisation certificate given is 
to the effect that that particular grant has been 
properly expended in accordance with the condi¬ 
tions imposed on the grantee. The two Jtules 
are operative at different stages one before pay¬ 
ment by the sanctioning authority and the other 
after the grant is expended and is to be given 
by the departmental officer on whose signature 
the grant-in-aid bill is drawn. 

3.85 Thus the stages to which two Rules 
respectively apply are different and the Govern¬ 
ment authorities who are referred- to and who 
have to operate are different 




28 


3.86 Rule 151 implies certain conditions to 
every grant made for a specific objective and 
these are that the grant shall be spent on the 
objective within a reasonable time, if no time 
limit is fixed, and that any portion of the grant 
not expended shall be surrendered to Govern¬ 
ment. Even in respect of unconditional grants the 
Government have the right to have the accounts 
of the recipient body audited by the Comptroller 
and Auditor General and, if necessary, to satisfy 
themselves in regard to the manner in which the 
affairs of the grantee are managed. This is a 
significant implied condition because even where 
there are no conditions the Government has the 
right to satisfy itself not only in regard to the 
spending of the particular grant made but also 
in regard to the affairs of the recipient body 
which would mean a full inquiry into its ac¬ 
counts, into its management and into the manner 
in which the whole institution is worked. 

3.87 “152. Discretionary Grants.—When un¬ 
der orders of competent authority, an allot¬ 
ment for discretionary grants is placed at the 
disposal of a particular authority the expendi¬ 
ture from such grants shall be regulated by 
general or special orders of the competent 
authority specifying the object for which the 
grants can be made and any other condition 
that shall apply to them. Such grants must 
be non-recurring, that is, not involving any 
future commitments.” 

3.88 This rule deals with grants within the 
discretion of the competent authority and would 
ordinarily negative another discretionary power 
to be culled out of the language of a Rule which 
has a different objective and also happens to be 
in the same “Section”. 

3.89 Before discussing Rule 153 which is in 
the same Section as Rules 148-152 it may be 
stated by way of an introductory observation 
that Rule 148 in its first part lays down the 
amplitude of the rule in regard to the authority 
making the grant-in-aid. In the second part it 
enumerates the recipients of the grant or the in¬ 
stitutions falling within the rule. The rule states 
that the rules in Section I shall be observed by 
all authorities competent to sanction grants-in- 
aid which will include scholarships but the 
grantees enumerated are educational and other 
institutions, local bodies and co-operative socie¬ 
ties. The words “to educational and other insti¬ 
tutions” would not comprise the recipients which 
are-mentioned in any other rules in the section. 

3.90 The decisions of the Ministry of Finance 
which are given under Rules 148-152 mention 
voluntary organisations and private bodies and 
do not purport to be applicable to those insti¬ 
tutions and bodies which are mentioned in Rule 
153 which seems to have reference to grants 
made and subventions given to States and ame¬ 
nities or recreational or welfare facilities for 
the staff of the Central Government. 


3.91 Rule 153 is as follows:- 

“153. Other Grants.—Grants, subventions 
etc., including grants to States other than 
those dealt with in the foregoing rules, shall 
be made under special orders of Government. 

Note: -Grants-in-aid for the provision of amenities 
or of recreational or welfare facilities to the staff of the 
Government are regulated under orders of the Ministry of 
Home Affairs issued from time to time.” 

The Rule has a prefatory heading that it deals 
with “Other Grants”. It also shows that there 
are certain grants not mentioned in the previous 
Rules, i.e., grants other than those mentioned 
under Rules 148-152. They have been termed 
Grants, Subventions etc. including Grants to 
States which can only be given under special or¬ 
ders of Government. 

The Note under Rule 153 shows that grants 
given by way of amenities or recreational or 
welfare facilities to the staff of the Government 
require special orders. 

The decisions given under Rule 153 also point 
to the conclusion that the grants made under 
the Rule cover grants for the welfare of the 
employees of the Central Government. Their 
categories are given; the amounts of grants-in- 
aid are prescribed; and the list of activities on 
which these grants can be expended are also set 
out. Decision No. 1 under this Rule shows that 
special orders have been made by the Govern¬ 
ment of India in regard to the matters falling 
within the Note. Sub-decisions (3) and (4) of 
decision No. 1 further emphasise that the grants- 
in-aid are to the Central Government depart¬ 
ments and to their Attached Subordinate Offices 
as grants-in-aid to the staff of those ofiices and 
sub-decision (5) specifically deals with the staff 
of the Indian Audit and Accounts Department. 

3.92 Government of India decisions Nos. 2 
and 3 deal with grants-in-aid made to the States. 
Decision No. 2 states the principles which have 
to he kept in view at the time of sanctioning 
grants-in-aid to State Governments for imple¬ 
mentation of their developmental schemes. De¬ 
cision No. 3 requires that when Central grants 
are given to State Governments for expenditure 
to be incurred by them through Local Bodies 
or private institutions, the utilisation certificates 
have to be issued by the State Governments con¬ 
cerned and not by the Local Bodies or a grantee, 
which is a private institution. 

3.93 Thus the rule comprises grants, sub¬ 
ventions etc. which are not covered by previous 
Rules and for which snecial orders of Govern¬ 
ment are required. 

3.94 The use of the word “subventions” is 
a guide to the class of grants which fall under 
this rule. The word “subvention” according to 
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the dictionary is from the Latin word “subven- 
tic” and can be compared to the French word 
“subvenire” which means to come to one’s aid, 
assistance with particular reference to "support 
or by way of relief or aid” and subvention has 
therefore reference to acts or aims of subven¬ 
ing, support, assistance, help. It also means a 
pecuniary aid, grant or appropriation of money, 
endowment, especially a subsidy from a Govern¬ 
ment or a foundation. These grants aid sub¬ 
ventions are therefore a kind of aid or sub¬ 
sidy from a Government and are given by way 
of aid to the grantee which, the decisions show, 
are Governments own employees or State Gov¬ 
ernments or public bodies or private institutions 
Therefore, the word “grant” as used in this 
rule has to be read along with the word “sub¬ 
vention” and it means that anything paid under 
this rule has to be by way of an aid or a sub¬ 
sidy by the Government to the grantee. What¬ 
ever else may or may not be said, it cannot be 
said in the context of Bharat Sevak Samaj that 
the grants to the Samaj were an aid given to 
the Samaj nor were they given by way of re¬ 
lief. 

3.95 The decisions given by the Government 
of India and the note both of which have been 
referred to above lead to the conclusion that 
this rule is a special rule for the giving of aid 
or help to whoever is the recipient and the cases 
mentioned in the note and the Government of 
India decisions relate to help given to its own 
servants or aid given by the Departments of 
the Central Government to the State Govern¬ 
ments for the implementation of their develop¬ 
mental schemes or where moneys are given to 
the State Governments to be spent through Local 
Bodies or private institutions which must also 
be by way of aid or assistance because that, in 
the opinion of the Commission, is the purport 
of the rule. The language of the rule, fairly 
construed, excludes its applicability to grants 
given by Government to bodies or institutions 
which are carrying out any scheme submitted to 
and approved by Government or even “Plan 
Schemes” of the Government itself. 

3.96 As said above, this rule comprises 
grants which are given by way of aid or as¬ 
sistance, e.g. food is subsidised in certain states 
and when food is supplied to citizens at a far 
cheaper rate than it costs. 

3.97 Another distinguishing feature of this 
rule is to be found in Government of India de¬ 
cision No. 3 where Central grants are given to 
State Governments for expenditure to be incur¬ 
red through Local Bodies. Ordinarily in such 
cases the recipient of money whether through 
the State Government or direct, would have to 
furnish an audited statement of account showing 
how th* money has been expended but in the 
case of a grant made under Rule 153 It is the 
State Government which has to furnish die uti¬ 


lisation certificate, certifying that the moneys 
have been expended for the purpose for which 
they were given. It has not to furnish an audited 
statement of account given to it by the actual 
spender of money, i.e., the Local Body or pri¬ 
vate institution to whom the money is given for 
expending. 

3.98 It will be pertinent to observe at this 
stage that sanctions given for the grants-in-aid 
to the Bharat Sevak Samaj by the Planning 
Commission and the Ministries are in the form 
which are applicable to grants made under rules 
148-152 and in some cases the rules which were 
in operation before 1963 and which correspond 
to present set of rules 148-152 are mentioned. 

3.99 The Rule 153 therefore is a special rule 
which is applicable to the Departments of the 
Central Government itself for the welfare ame¬ 
nities and recreational facilities to its own staff 
and to the grants given to the State Govern¬ 
ments for the implementation of their develop¬ 
ment schemes and for the carrying out of the 
Plan Schemes which are contained in the different 
Five-Year Plans and which have to be carried 
out by the State Governments keeping in view 
their resources. 

3.100 A consideration of the language of 
these rules and the decisions of the Government 
of India given thereunder, the position comes to 
this:— 

(1) Rule 148 is prefatory and gives the scope 
of the section, i.e., it is applicable to all 
authorities making grants-in-aid (includ¬ 
ing scholarships) to educational and other 
institutions, local bodies and co-operative 
societies. 

(2) (i) Grants have to be specified by the au¬ 
thorities sanctioning as to whether they 
are non-recurring or recurring, and before 
the grants are made “available” a detail¬ 
ed and specific scheme must be prepared 
and then approved by Government and 
further before sanction Government must 
be satisfied as to the experience and ma¬ 
nagerial ability of the grantee and a ma¬ 
chinery has to be devised to keep an 
effective and constant check over the uti¬ 
lisation of the grants. 

(ii) Only so much of the grant is to be 
paid as is likely to be expended during 
the financial year; 

(iii) And before the grant is paid, the 
authority sanctioning it is required to get 
a full audited account of the body or in¬ 
stitution receiving the grant the object 
being to see its financial position, its ma¬ 
nagerial capacity and how it has expended 
grants previously paid. 



(3) Rules also require that after a grant has 
been made and the grantee expends it, 
a utilisation certificate is to be given by 
the officer, who has signed the grants-in- 
aid bill, to the Audit Officer. 

(4) Under Rule 151, certain conditions are 
implied which give the Government autho¬ 
rity to satisfy itself in regard to the affairs 
of the recipient body. 

(5) Rule 152 deals with discretionary grants 
and Rule 153 deals with grants other than 
those mentioned in Rules 148-152 and 
subventions which would include grants- 
in-aid for amenities, recreational or wel¬ 
fare facilities to the staff of the Govern¬ 


ment and subventions and grants to State 
Governments. 

3.101 It appears to the Commission that this 
analysis of the Rules and particularly of the 
words used in sub-rule (3) of Rule 149 subserves 
the requirements of financial efficiency and con¬ 
trol and is justified by the reasons for which 
the financial rules have been framed, i.e., to 
keep a control on the spending of Government 
departments and on the spending and efficiency 
of public institutions to which grants are made 
without which there will be financial chaos and 
the moneys of the tax-payer are likely to be mis¬ 
used and wasted. And this control would effec¬ 
tively control grants made for ulterior purposes. 



Table 1-A 



(Referred to in Para 1 

.13) 


Name of the Pradesh Unit 

Name of the Pradesh Convenor or 
Chairman 

Post held in Government or 
elsewhere 

Period for which 
the post held 
in the Bharat 
Sevak Samaj. 

1. Andhra Pradesh 

Mr. Narasingha Rac 

Minister 

1955 


Mr. Kalursubba Rao 

Dr. B. Ramakrishna Rao 

Mr. Murti Raju 

M.L.A. and Minister. 

Ex-Chief Minister & Governor 
of Kerala. 

Minister 

1955 to 1960. 

2. Assam 

Mr. Bhubaneswar Barua 


1955 to 1956. 


Mr. Devinder Nath Sharraa 


1957 to 1959. 


Mr. Ganshyam Das 

M.L.A. 

1960 

3. Madhya Pradesh 

Thalcur Bhagwan Singh 


1955 

4. Bihar 

' Mr. Jagat Narain Lai 

Swami Harinarayananand 

Minister 

1955 to 1956. 

1957 to-date. 

5. Maharashtra - 

Mr. S.L. Silam 

Speaker of the Legislative As¬ 
sembly. 

1957 to 1960. 


Mr. T.S. Bharde 

Do. 

1962 to-date. 

6. Gujarat 

■ Mr. Raojibhai Manibhai Patel 


1953 to 1961. 


Mr. Utsavbhai Parikh 

Minister 

1961 to 1962. 


Mr. Babubhai J. Patel. 

Bx-Mlnister 

19C to 1965. 


Mr. Kantilal F. Ghiya 

Minister 

196? to 1969. 

7. Himachal Pradesh - 

- Mr. Jaiwant Ram 

M.L.A. 

1955 to 1956. 


Mr. Lalitsea 

Mr. D.R. Mahajan 

M.P. 

Speaker and later Minister in 
the State Cabinet. 

1961 todate. 

1. Kerala 

• Mr. K.C. Pillai 

Congress Leader 

1955 to 1964 and 
1966 to 1967. 


Mr. K.R. Elenkath 

Bx-Minister 

1964 to 1965 and 
from 1971. 

9. Madras 

• Mrs. M. Chandrasekhar 

Deputy Minister in the Union 
Government.' 

1957 to 1958. 


Dr. U. Krishna Rao 

Speaker 

1959 to 1961. 


Mrs. Barojini Varadappan 

Social Worker and Politician 

1962 to 1966. 


Mr. M.A. Manickaveiu 

Bx-Minister 

1966 to 1967. 

10. Mysore 

• Mr. T. Subramania 

Minister 

1954. 


Mr. H.S. Do reswam i 

Politician 

1957 to 1960. 


Mr. S.R. Kanthi 

Mr. B. Vaikunta Baliga 

Speaker of the Assembly 

1961 and 1967 to 
1969. 

1962 to 1966. 

11. Orissa 

• Mr. N.K. Das 

M.P. 

1955 to 1960. 


Mr.V.C Patnaik 

MJ> 

1966 

12 Punjab 

• Mr. G.S. Dhillon 

a 

Ex-Speaker of the Punjab As¬ 
sembly and later Speaker of 
the Lok Sabha. 

1955 to 1960. 


Mr. D.D. Khanna 

Bx-Chairman of the Legislative 
Council. 


13. Rajasthan 

- Mr. Manikya Lai Verma 

M.P. 

1955 to 1959. 


Pt. Devi Shanker Tiwarl 

Ex-Minister 

1964 to 1968. 


Mr. Parshutara Das Kudal 

M.L.A. 

1968 to to-date. 

14. 

Dr. B.B. Ghosh 

M.P. and Political Leader. 

1955 to 1959. 


Mr. A.K. Chanda 

M.P. 

1960. 


Dr. P.C. Chunder 

Minister 

1965 to-date. 
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Table I-B 

(Referred to in Para 1.32) 

Statement showing details of the Grants-in-Aid paid to the Bharat Sevak Samaj for the various Schemes byjhe Government of India 
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7—1 DCD/ND/73 



(Referred to in para 138) 

Statement Showing the Grants-in-Aid Pend by the State Governments to the Bharat Sevak Samaj 
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Table 1-D 

(Referred to in para 1 - 39) 

Statemeat showing the Grant-in-Aid paid by the State Governments to the Bharat Sevak Samaj for Organisational and Administration Purposes 
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Table 1-E 

(Referred to in para 1 ’42) 

Statement showing the Grants-in-Aid paid by the union Territories to Bharat Sevak Samaj 

SI. No. Name of the Union Name of the Scheme Period of grants Total grant paid Balance of unutilised grants 

Territories 


40 


tn 

PC 


o c *-> c ~ 
c« TJ 


3 5 
c3 > 

£b,c 


«| 

*■* s 


J(S 

„ « a § 

£ s* «•§ 




Pi 


T* 

so 


8 3 v> 
• vs 

S O vs 
O ^ 

n of 
^ n » 




3 

I 

oo 


8 


O 


s 


oo 

so 

Os 

O 


s 



vs 

O 


<*■> 

VO 


O 

04 

SO 


SI 


@ ® 


vo ^ 
so Os 
oo 


8 8 8 8 



88 88888 ^ 85^8 8888 

“ * “ “ “ • “ " 8 


2 ^ 

Q so 

8 

g g 55 


o 

00 

© 9t m 

rn 

O N O. 


OS 

*■" of 
ro 


of r4 »o 
SO 

2 v 

OO 

VO 


04 OO 
- 04 SO 
N ^ VO 

V© OO 
VI OJ 



o 

so 

so 

. oo 

VO 

ITS 

VO 

VO 

VO 




os 

vO 


r*S 

so 




oo 

vo 

VI 

VO 

r*» 

so 

Os 

VO 



8 

Os 

SO 

Os 

VO 

OS 

VO 

N 

VO 

3 

Os 

VO 

Os 

«A 

VO 

os 

r^- 

VO 

Os 

3 

os 

3 

OS 




OO 

so 

Os 


r4 

so 

Os 




1 

r- 

SO 

Os 

3 

Os 

3 

VO 

Os 

OO 

vo 

Os 



SO 

OS 

oo 

SO 

Os 

OO 

vo 

Os 

oo 

SO 

Os 

T—< 

SO 

Os 

i-H 

s 

Os 

o 

o 

o 

O 

o 




O 


O 




o 

■*-* 

o 

O 

O 



O 

o 

o 

-*-• 

o 

o 

■*-» 

O 

-*-• 

<N 

SO 

m 

vo 

"*}■ 

VO 

3 

3 

VO 

VO 

oo 

VO 

OO 

v> 

oo 

vs 

OS 

Vl 

Os 

VO 

8 

VO 

VO 

3 

VO 

<N 

VO 

fO 

so 

VO 

VO 

VO 

VO 

so 

SO 

58 

so 

SO 

r- 

vo 

OS 

VI 

Os 

V) 

VO 

os 

SO 

Os 

m 

VO 

Os 

m 

vo 

Os 

cn 

so 

Os 

VO 

SO 

Os 

t^- 

VO 

Os 

r^- 

vr> 

Os 

r^ 

V) 

Os 

00 

Vi 

Os 

oo 

vs 

Os 

Os 

VO 

Os 

8 3 

Os os 

s 

Os 

s 

Os 

3 

Os 

<s 

SO 

OS 

»A 

so 

Os 

vA 

SO 

Os 

«A 

SO 

Os 

«A 

SO 

Os 

vA 

SO 

O' 

3 

SO 

Os 

< 

oo 

VI 

Os 

oo 

Vl 

OS 


so 

8 

Os 


•- a> 






c? 

M 


O 


0 

as 

3 



ro 

> 

.V 

2 «* 

S 2 x> 


x: 

03 



O 

3 


« 

3 

JZ 

(A 

CO 

* 

O 

T3 

C 

c 

2 

E 

as 

E 

pH 

< 

C8 

G 

3 

x: 

o 

3 


as 

3 

Q 

flj 

o 

0 

g 

2 

- 

<N 

<A 


3 

a. 

c 

as 


£ 



41 


S 

3 

o 


ri x ■’t in 

vo — r-* *o 

r*i vo 

vo Tf m Tf 
Tt- m ov r"- 


§ 8 8 S 


t-> o o\ fn © 

N T> O' vO 

rf m m tj- 


VO vO vO 

ffi 0\ 


O O o 


<N <N M m VO 
so VO VO vo VO 


VO VO 
O' Ov 


n m io 
VO vo vo 
Ov Ov Ov 


<n r- i/~> 


$ 


r-» S* 
vo o vo 
O' O' ov 


sn 

O' O' Ox 


■f2 


U fci 

SO C3 

.§ & 

C rt 

£ -* 


CT3 .V- 

•g ^ 


C 

=* -1 


5 .s a *5 


« c 


M >, 

Cd 


x 

p3 


r2 

o 

a 


T3 
. C 

« 42 

>» 03 

cd 

X 


<d 

& 

cd 

u 

o 

-J 


<o **-% Vi c O 


c «; 

cd cj 

*P 'S 


u y S 


U y 


<d 

o 


Z 


>> 


u 

X 

o 

•3 

c 

o 

CL 




9—1 DCD/ND/73 




Annexure 1 
(P.efcrred to in para 1 -7) 

The Constitution of Bharat Sevak Samaj 

(Amended upto 15/A July, 1962) 

1. Name. —The organisation shall be called “BHARAT SEVAK SAMAJ”. 

2. Headquarters. — The Central Office of the Samaj shall be in Delhi or such other place as the Bharat Sevak Samiti 
(Central Board) may decide from time to time. 

3. Objects .-The objects of the Samaj are:— 

fi) To find and develop avenues of voluntary service for the c'tizens of India fa) to promote national sufficiency and 
build up the economic strength of the country, (b) to promote the social well-being of the community and to miti¬ 
gate the privations and hardships of its less favoured sections. 

fit) To draw out the available unused time, energy and other resources of the people and direct them into various 
fields of social and economic activity. 

(iii) To take all steps which arc nccessaty for the fulfilment of the aforesaid objects. 

4. The principles and functions of the Samaj are stated in the Schedules I and II attached. 

5. Membership. —There shall be following classes of mrnT'ersh'p:— 

(i) General Members'—Any person who has attained the age of 18 years, signs the mrjn , 'rrship pledge rnd cfTtrs 
to devote at least two hours a week to volunta r y work in furtherance of the activities of the Samaj and paj s an 
annual membership fee of Re. 1. 

(ii) Active Members:—Any person, who having been enrolled as a General Member, devotes at least five hours a 
week to any specific item-or items of the programme of the Samaj for a nvnirmm period of six months is con¬ 
firmed (hereafter as an active member by the appropriate authority as prescr.bid under the rules. 

(iii) Life Members:—Any active member who after two years of active work in the Samaj ofRrs to dedicate h’s life to 
the work of the Samaj and agrees to work whole time, may be admitted rs a life member by the President of the 
Samaj on the recommendation of the Bharat Sevak Samiti (Central Board). 

fiv) Associate Members:—Any person who has attained the age of 18 years. s : grs the membership pledge and agrees 
to pay at least twelve rupees per annum as his contribution to the fends of the Samaj. 

(v) Institutional Members:—Institutions engaged in social welfare or constructive work which agree to associate 
themselves in the work of the Samaj. 

6. Enrolment. — 

(a) Persons seeking membership shall sign the admission form and undertake to abide by the Constitution and rules 
of the Samai. 

(b) Institutions seeking enrolment as members of the Samaj shall agree to collaborate with the Samaj on the basis of 
its Constitution. 

7 Helpers. —Any person who pays a minimum subeription of Re. 1 per annum to the Samaj or who agrees to volunteer 

his services occasionally or for a special purpose may be enrolled as a Helper. 

8. Disqualifications .— 

(i) No person or organisation shall be admitted as or, continue to remain, a member who engages or professes faith 
in violent or subversive activities or communal hatred or has connection with any organisation countenancing 
such activities. 

(ii) Any member who uses or attempts to use the platform or organisation of the Samaj for political advantages 
or personal gain shall be removed from the list of members. 

(iii) Any Life Member whose work is prejudicial to the objects of the Samaj shall be liable to expulsion from, the 
Samaj, as prescribed under the rules. 

8A. Bharat Seraks (Main body).— Bharat Scvaks w i! be such active members as are elected by the General Members 
as prescribed under the rules. 

9. Organisational set up at the Centre .—The organisational set up of the Samaj at the Centre will consists of:— 

(i) Bharat Sevak Sangh; 

(ii) Bhaiat Sevak Sabha (General Council); 

(iii) Bharat Sevak Samiti (Central Board); 
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(iv) Bharat Sevak Salahhar Samiti (Advisory Committee); 

(v) Kendriya Pradhan Mandal (Administrative Committee). 

9A. Bharat Sevak Sattgh. —The Bharat Sevak Sangh will consist of such Bharat Sevaks as are elected by the main 
body of the Bharat Sevaks. The number and the period for which, to be elected and the method of election will be as peiiod 
for which, to be elected and the method of election will be as prescribed under the rules. This body shall meet once a year 
to review the work of the Samaj. 

10. (1) Bharat Sevak Sabha (General Council).- —This body lays down the policy of the Santaj. Its strength will be as 
prescribed undet the rules. It will consist of: 

(i) Members not exceeding one-third of the total number if the members of the Sabha to be elected by the Bharat 
Sevak Sangh; 

(ii) Members not exceeding one-third of the total number of the members of the Sabha to be chosen by the Bharat 
Sevak Samaj; 

(iii) Members not exceeding one-third of the total number of the members of the Sabha to be selected by the Chairman 
from outside the Bharat Sevak Sangh; 

(iv) The President, the Chairman, the Vice-Chairman, the General Secretary and the Joint Secretaries of 
the Bharat Sevak Samaj and such other persons in charge of the activities in the Central Organisation as are 
approved by the Kendriya Pradhan Mandal (Administrative Committee) who will be cx-officio members. 

(2) The members of (lie Sabha shall hold office for two years. The Sabha will meet at least once a year. 

(3) The procedure of election and nomination of members will be as prescribed under the rules. 

11. Bharat Sevak Samiti (Central Board).- The Bharat Sevak Samiti will consist of the President, the Chairman, the 
Vice-Chairman, the General Secretary and the Joint Secretaties and Chairman of each of the State branches and such other 
members as may be nominated by the President The numbet of nominated members of the Samiti and the method of nomi¬ 
nation, will be as prescribed under the rules. This body will be the executive body of the Samaj and will guide the organi¬ 
sation of the Samaj. It shah be deemed to be the governing body of the Samaj in terms of Section 16 of the Societies Regi¬ 
stration Act of 1860. The members of the Samiti shall hold office for 2 years. The Samiti will meet at least twice a year. 

11 A. Quorum for the meetings of Bharat Sevak Samiti (Central Board), Bharat Sevak Sabha (General Council) 
and Bharat Sevak Sangh. —One fifth of the membets of the Bharat Sevak Samiti (Cential Board), Bharat Sevak Sabha (General 
Council) and Bharat Sevak Sangh, including ex-officio members, shall form a quotum at the meetings. Whenever there is 
no quorum the meeting shall be adjourned and no quorum shall be necessary for such adjourned meeting, except in the 
case of a special meeting of the Bharat Sevak Sabha (General Council) called for effecting any change in or revising, the Con¬ 
stitution. 

12. Salahkar Sami!i (Advisory Committee).- The President sets up the Salahkar Samiti (Advisory Committee) in such 
a manner as he may determine. 

12A. Trustees: — 

(i) The immovable properties of the Samaj and proceeds therefrom shall vest in the Trustees and shall be held by 
them under the declaration of the Trust to be made by the Trustees appointed in the first instance, subject to the 
Trust’s powers or provisions theiein declared or contained of and concerning the same. 

(ii) The Chairman and Vice-Chairman of the Bhaiat Sevak Samaj shall be ex-officio Trustees of the said Trust. 

(iii) The Bharat Sevak Samiti (Central Board) of the Samaj shall be entitled to nominate the other Trustees. Of them 
two shall be those who may be replaced from time to time by the Samiti. 

(iv) The Trustees, for the time being, of the Samaj shall, in all legal proceedings relating to the immovable properties 
of the Samaj and proceeds therefrom, represents the Samaj and its members. 

13. Kendriya Pradhan Mandal (Administrative Committee). —The Kendtiya Pradhan Mandal will be set up by the Presi¬ 
dent to deal with day-to-day work. It will consist of not more than 9 members, including the President, the Chairman, the 
Vice-Chairman, the General Secretary and the Joint Secretaries, who will be ex-officio members. In addition 2 nominees of the 
Trustees (other than the'Chairman and Vice-Chairman of the Samaj) shall be the members of the Kendriya Pradhan Mandal. 
The term of office of the members of the Mandal will be one year. This body will have over-all administrative control of the 
Samaj. 

13. A. Power and duties of the Kendriya Pradhan Mandal ( Administrative Committee). — 

(1) The Kendriya Pradhan Mandal (Administrative Committee) shall be responsible for execution of polices and pro¬ 
gramme of the Samaj and shall have all necessary powers for this purpose. 

• 

(2) The Kendriya Pradhan Mandal (Administrative Committee) will administer the funds of the Samaj as well as any 
other funds placed at the disposal of the Samaj for specific objects. For this purpose, it shall appoint a Treasurer 
and an Adviser for Accounts. 

(3) Subject to the other provisions of this Constitution, the Kendriya Pradhan Mandal (Administrative Committee) 
in the case of moveable property including cash and the Trustees in the case of immovable property and proceeds 
therefrom, may: 

(i) accept on behalf of the Samaj bequests, donations and transfers of property; 

(ii) enter into, vary, carry out, confirm or cancel contracts on behalf of the Samaj; 

(iii) invest any money in their charge belonging to the Samaj; 
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(iv) borrow, raise loans or secure payment of any money for the purpose of the Samaj ; 

(v) transfer by sale, mot tage or othei wise the property of the Samaj in their charge subject, in the case of the Kendriya 
Pradhan Mandal (Administrative Committee), to the approval of the Bharat Sevak Samiti (Central Board); 

(vi) authorise any office bearer to execute deeds and instruments on behalf of the Samaj ; 

(vii) exercise such other powers and perform such other duties as may be necessary, consequential or incidental to 
the carrying out of the objects of the Samaj. 

13. B. Powers and duties of the Trustees. —The Trustees shall have such powers and perform such duties as may be cont¬ 
ained in the declaration of the Tiust. 

14. Chairman.- The Chairman of the Samaj will be chosen by the Bharat Sevak Samiti (Central Board) and will hold- 
office for a period of 3 years. He will be the head of the organisation. 

15. Office bearers .— 

Chairman .— The Chairman of the Samaj will be chosen by the Bharat Sevak Samiti (Central Board) and w ill be the Chairman 
of all the aforesaid bodies at the Central level. He will hold office for 3 years. He will appoint other office bearers including 
the Vice-Chaiiman, the General Secretary and the Joint Secretaries. 

15.A. Properly of the Samaj and Contracts, etc. in relation thereto:— 

(1) All property of the Samaj shall belong to the Samaj. 

(2) The moveable property of the Samaj including stocks,funds,shares and other securities and all other moveable pro¬ 

perty, otherwise vested in or transferred to the Samaj as trustee or in any other capacity, shall be held in the name 
of the Samaj and shall remain under the control, supervision and management of the Chairman for the time being. 

0) All ariangements, deeds, conveyances, contracts, transfer, or othei instruments relating to the sale, transfer or 
other transactions or dealings entered into by the Samaj or to which the Samaj is a party, relating to the mo\cable 
property, belonging to the Samaj or held by the Suma ; as trust or m any other capacity, shall be made, 
signed, sealed, delivered or executed by such officJ bearcis as the Kendriya Pradhan Mandal (Administiative 
committee) may from time to time appoint. For the purpose of this Article any authority given by the Chaiiman 

under his signature authorising any office bearers to enter into, make, sign, deliver oi execute any deed or instru¬ 

ment. conti act or transfer and recording the fact that such authority is given with the approval of the Kendriya 
Pradhan Mandal (Administrative Committee) shall be deemed sufficient and valid authority of such office bearer 
to exercise the ‘everal tights, powers and authorities thereby gixtn to him. Fcr all pi.jmntr received by oi 
made to the Samaj, the receipt of the Secretary or such office bearer as the Kendriya Pradhan Mandal (Ad¬ 
ministrative Committee) may from time to time appoint, shall te valid and complete discharge to the party 

making such pavmcnts. 

(4) The Samaj shall be at liberty to invest the surplus funds in the securities authorised by the Inoian Trusts Acts or 
in the purchase of such landed propel tics as the Kendriya Pradhan Mandal (Administrative Committee) may from 
time to time determine. 

(5) Subject to the conditions in respect of properties (if any) entrusted to the Samaj and earmarked for specific 
objects, if and whenever found expedient or necessary, the Kendriya Pradhan Mandal (Administrative Committee 
shall be at lihet ty to deal with the movable properties belonging to the Samaj by sale, lease or pledge thereof oi 
otherwise. All deeds, documents, contracts or transfers in respect of the properties so sold, leased, pledged or 
otherwise dealt with, shall be executed as provided in clause (3) hereof. 

15-B. Suits by or against the Samaj .— The Geneial Sercetary of the Bharat Sevak Samaj will be the authority to sue or 
be sued in the name of the Samaj under Section 6 of the Societies Registration Act. 1860. 

16. Organisational set up of the branches'.— 

fi) State and District set up will consist of the following— 

Chairman, Vice-Chairman, Secretary and Joint Secretaries. 

(ii) The Chairman of the State Branch will be appointed by the Chairman of the Sam^j and will be the executive 
head of the organisation in the State. Other Office bearers will be appointed by the Chaiiman of the State 
branch. 

(iii) The Chairman of the District branch will be appointed by the Chairman of the State branch and will be the cxe' 
cutive head of the organisation in the District. Other office bearers will be appointed by the Chairman of the 
District branch. 

(iv) The Chairman of the State and District branches will be assisted by committees corresponding to the models of 
the Committees at the Centre as prescribed under the rules. 

(v) The organisational set up of the branches other than the State and District branches will be, as prescribed under 
the rules. 

(vi) The term of the office bearers referred to in this Article will be one year and that of the Committees as pres¬ 
cribed under the rules but the office bearers and the Committees will continue until new appointments are made. 
For this purpose the year will commence on the 1st April each year. 

17. Funds. —Fifty per cent of the collections made direct by the Central Office, after defraying the expenses at the Centre 
will be retained by it and the balance would be remitted to the branches of the States from which collections have been made 
prorata according to the amounts collected from each. State Branches which make direct collections or receive contributions 
from the low'er branches w ill retain 95 per cent of the collections, the balance of 5 per cent being remitted to the Central 
Organisation. In the case of annual contribution made by Associate Members, 1/6 th thereof will be the share of the 
Central Organisation. The general membership fee will be shared by the Centre and the State, District and Block 
branches as prescribed under the rules. 
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18. Audit.- The Central Office and the Branches of the Samaj shall issue audited statements of accounts and a consoli¬ 
dated report of their work at the end of each year. 

19. Rules .—The Kendriva Pradhan Mandal (Administrative Committee) may frame rules for effectively carrying out 
the object of the Samaj, and in particular for life membeis. 

20. Changes in the Constitution .—A change in the Constitution shall not be valid unless it is adopted by two-thirds ma¬ 
jority of the members present and voting at the meeting of the Bharat Scvak Sabha (General Council) specially called for the 
purpose • 

Principles .—The Organisation and the activities of the Samaj shall conform to the following principles: — 

(i) A common platform for the service of the nation will be provided, irrespective of caste, creed or political belief 
or affiliation. 

(ii) Any use of the organisation or its activities for political or communal purposes will be strictly forbidden. 

(iii) The Principle of decentralisation will be applied to the utmost extent, the basic unit for the purpose of administra- 
tion being a village or a compact locality in a town. Care will be taken to secure full play for the initiative and 
enthusiasm of the people in each local area. Control and direction of the work of the branches will be exercised 
only for the purpose of co-ordination, efficiency and economy. 

(iv) Every endeavour will be made to secure the fullest co-ordination and collaboration between the Samaj and the 
official or non-official agencies working in the same'field. 

(v) Funds required for the activities in any particular area will be collected in that area, as far as possible. 

tvi) The principle of self-help and co-operation will be applied and developed as fully as possible in the activities 
organised by the Samaj Community Centres will be established wherever possible and organisations of produ¬ 
cers as well as consumers will be encouraged to give expression to this principle in every aspect of group life. 


Functions’.— 

I. The Samaj will render assistance:— 

(a) In restoring and impioving the social health of the community Dy : 

(i) building up standards of honesty in public conduct, public administration and business relations; 

(ii) creating a social atmosphere conducive to the observance of such standard; 

(iii) organising public opinion and social action lo combat anti-social behaviour. 

(b) in creating social awareness among the people with regard to prevailing conditions and problems, and their own 
obligations, and to the need for unity, tolerance and mutual help. 

(c) In conducting campaigns and in the adoption of practical measures: 

(i) for the conservation and best utilisation of the public and private resources; 

(ii) for promoting the'practicc of economy in the various spheres of the country's life; 

(iii) for detecting and rooting out waste and inefficiency in the nations activities; 

(iv) for the general adoption of the practice of austerity; 

(v) for creating maximum savings to promote productive activity; 

(vi) for improving the existing facilities or providing additional facilities with regard to health and fitness, education 
recreation, rural development, community organisation, co-operative production and distribution and cottage 
industries; 

(vii) for the collection of useful information regarding the economic and social life of th: people through social- 
surveys and investigations; 

(viii) for the work of relief and rehabilitation. 

(d) In construction work, including irrigation projects, and housing and rehousing of slum dwellers, specially those 
which have a social value, such as slum improvement, development and clearance, drainage and irrigation works 
in rural areas and flood protection works, and in repair work. 

(e) In training programmes and in organising and conducting students and youths, labour and social service work 
camps and follow-up activities as well as in organising seminars and training camps. 

(f) In engaging in agricultural operations and generally helping in the "grow more food” activity. 

(g) In bringing out publications and putting forth publicity material, and in the setting up of a press in connection 
with printing and sale of books etc. 

II. The Bharat Scvak Samiti (Central Board) may with the approval of the Bharat Sevak Sabha (Gentral Council) alter, 
omit or add the functions enumerated in clause l. 
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III. (a) The Samaj niay'itself undertake activities in furtherance of any of the aforesaid objects, and for carrying on 
its functions may :— 

(i) purchase or take on lease, or otherwise acquire any land or building, wherever situated in India, which may 
be necessary or convenient for the Samaj; 

Cii) accept bequests, donations, gifts or other transfers of any property; 

(iii) Sell, lease, exchange or otherwise transfer all or any portion of the properties of the Samaj; 

fiv) borrow or raise money with or without security or on the security of a mortgage or charge on all or any of the im' 
provable or movable properties belonging to the Samaj or in any other manner'whatever ; 

(v) draw, accept, make, endorse, discount and negotiate promissory notes, bills of exchange, cheques or other 
negotiable instruments for the purposes of the Samaj; and 

Cvi) invest the funds of, or money entrusted to, the Samaj upon such securities or in such manner as may from time 
to time be determined by the Kendriya Pradhan Mandai (Administrative Committee) and from time to time, sell 
or transpose such investment. 

All these powers may be exercised by the Kendriya Pradhan Mandai (Administrative Committee) or by some person 
or persons as may be appointed in any particular case by the Kendriya Pradhan Mandai (Administrative Committee) to ex¬ 
ercise any of these powers. 

(b) The Samaj will make arrangements to train and equip those who offer themselves for work in the organisation, in 
order to enable them to render efficient and useful service. The facilities for training may be extended to other 
categories of social workers. 

The n.S.S. is registered under the Societies Registration Act XXI of I860. 

A copy of the Certificate is reproduced below. 


CERTIFICATE OF REGISTRATION OF SOCIETIES ACT XXI OF 1860. 


No. S- 593 of 1952-53. 


I hereby certify that BHARAT SEVAK SAMAJ has this dav been registered under the Societies REGISTRATION 
ACT, XXI of 1860. 

Given under my hand at DELHI this seventeenth day of December, One thousand nine hundred and fifty two. 


Regt. fee: Rs. 50 paid. Sd/-(N. D. BHATIA), 17/12 

Assn. Registrar of Joint Stock Companies. 
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